COUNTY OF LOS ANGELES
FIRE DEPARTMENT

1320 NORTH EASTERN AVENUE
LOS ANGELES, CALIFORNIA 90083-3204
(323) 881-241

A P R R

Sy

GARYL L. OBBY
FIRE CHIEF
FORESTER & FiRE WARDEN

March 15, 2011

The Honorable Board of Supervisors
County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street

L.os Angeles, California 90012

Dear Supervisors:

APPROVE THE ACCEPTANCE OF UP TO $104,000 IN GRANT FUNDS
FROM THE CALIFORNIA DEPARTMENT OF BOATING AND WATERWAYS
FOR REIMBURSEMENT OF COSTS ASSOCIATED WITH CONDUCTING
RESCUE BOAT OPERATIONS AND BOATING MARINE FIRES TRAINING COURSES
(ALL DISTRICTS) {(3-VOTES)

SUBJECT

The Consolidated Fire Protection District of Los Angeles County (District) is requesting
approval to accept up to $104,000 in grant funding from the California Department of
Boating and Waterways (Training Contract Number 10-204-798) for reimbursement of
costs associated with conducting the Rescue Boat Operations and Boating Marine Fires
tfraining courses.

IT IS RECOMMENDED THAT YOUR BOARD ACTING AS THE GOVERNING BODY OF
THE CONSOLIDATED FIRE PROTECTION DISTRICT OF LOS ANGELES COUNTY:

1. Accept up to $104,000 in grant funding from the California Depariment of Boating
and Waterways (Training Contract Number 10-204-799) for reimbursement of costs
associated with conducting the Rescue Boat Operations and Boating Marine Fires
training courses.

SERVING THE UNINCORPORATED AREAS OF LOS ANGELES COUNTY AND THE CITIES OF:

AGUURAHILLS CALABASAS DIAMOND AR RIDEEN HILLS LA MIRADA rALIBU FOMONA SIGNAL HILL
ARTESIA CARBON DUARTE HUNTINGTOM PARK LA PUENTE RMAYWOOD RANCHO PALOS VERDES SOUTH EL MGRTE
AZUSA CERRITCS Ei MONTE MNDUSTRY LAKEWOQOD SORWALK ROLLIMG HILLS SOUTH GATE
BALDWIN PARK CLAREMONT GARDENA INGLEWOOD LANCASTER PALMDALE BOLLING HILLS ESTATES TEMPLE CITY

BELL COMMERCE GLENDORA FRWINDALE LAWNDALE PALDS VERDES ESTATES ROBEMEAD WALNUT

BELL GARDEMS TOVINA HAVWAHAN GARDENS LA CAMADA-FIINTRIDGE LOMITA PARAMOUNT SAN DIMAS WEST HOLLYWOOD
BELLFLOWER CUDAHY HAWTHORNE LA HABRA LYNWOOD PO RIVERA SANTA CLARITA WESTLAKE VRLAGE

BRAUBURY WHITTIER
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2. Delegate authority to the Fire Chief, or his designee, to execuie all grant
agreements, future amendments, maodifications, extensions, and augmentations, as
required by the California Depariment of Boating and Waterways that are
associated with the administration and management of this grant.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION:

Approval of the recommended action will provide the District with the opportunity to receive
reimbursement, up to $104,000, from the State of California, Department of Boating and
Waterways for three Rescue Boat Operations fraining modules and one Boating Marine
Fires training module. The reimbursement will offset instructor costs, equipment costs
including fuel, and material costs.

The District’'s Lifeguard Division has been conducting boating safety and enforcement
courses, under Board of Supervisors approval, for the past ten years. During this time, the
District’'s Lifeguard Division has trained over 421 personnel and received reimbursement
totaling $415,000.

The boating safety and enforcement courses offered have been customized to meet State
requirements as well as District operational standards. These courses include instruction
on rescue boat operations, marine firefighting, distressed vessel assistance, surf rescues,
boat dewatering, and life and property protection. This training is available to District
personnel as well as other public safety agencies. These irainings enabie the District to
offer and shape the type of instruction necessary tc provide maximum pubiic safety.

Implementation of Sirategic Plan Goals:

Approval of the recommended action is consistent with the County's Strategic Plan Goal
#5. Public Safety: Ensure that the committed efforts of the public safety partners continue
fo maintain and improve the safety and security of the people of Los Angeles County.

FISCAL IMPACT/FINANCING:

The State of California, Department of Boating and Waterways will reimburse the District,
up to $104,000, for training costs associated with three Rescue Boat Operations training
modules and cne Boating Marine Fires module scheduled for Fiscal Year 2010-11.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS:

The State of California, Department of Boating and Waterways has provided the District
with guidelines for the administration of the grant training confract. These guidelines detall
the activities and expenditures allowable for reimbursement.
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CONTRACTING PROCESS:

Reimbursement and payment will be based and substantiated by personnel timekeeping
and invoices for incidental expenses relaied {0 the training costs.

The grant training contract has been reviewed and approved as to form by County
Counsel.

IMPACT ON CURRENT SERVICES:

Approval of the recommended action will provide the District with the ability to provide
personnel with a thorough and comprehensive Rescue Boat Operations and Boating
Marine Fires training program. This joint partnership between the District and the State of
California, Department of Boating and Waterways will enhance boating safety.

CONCLUSION:

Upon approval by your Board, please instruct the Executive Officer fo return adopted
copies of this letter, and statement of proceedings, to the following offices:

1. Consolidated Fire Protection District of Los Angeles County
Executive Office
1320 N. Eastern Ave.
Los Angeles, CA 20063

2. Consolidated Fire Protection District of Los Angeles County
Lifeguard Division
2300 Ocean Front Walk
Venice, CA 50281

Respectfully submitted,

\ﬁi OSBY, F}FE CHIEF
\
DL cm
Aftachment

C Chief Executive Office
County Counsel
Auditor-Controller

R aa L



STATE OF CALIFORNIA - CALFORNIA A RAL RESOURNES AGERGY ARNOLD SCHWARZENEGOER, &

DEPARTMENT OF BOATING AND WATERWAYS

500 EVERGR

AR

LN STREET, SUITE 120
LA BBATS-OAE

October 19, 2010

County of Los Angeles Fire Depariment
Atter Fire Chief P Michael Freeman
2600 The Strand

Manhattan Beach CA 90266

Attention: ir. Erik Albertson

Contract #: 10-204-799

Fiscal Year: 2010/2011

Dollar Amount: $104,000.00

Title(s): “Rescue Boat Operations” and “Boating Marine Fires”

Dear Chief Freeman:

Enclosed is a complete copy of training contract # 10-204-799 between the State of California,
Department of Boating and Waterways {Department) and the County of Los Angeles Fire
Department, to provide (a} law enforcement training course(s) entitled, "Rescue Boat Operations”
and “Boating Marine Fires”. In addition to the contract, several other documents have been
enclosed for signature. For your convenience areas of concern have been tagged and
highlighted.

An original copy of the Minute Order or Resolution from your County Board / City Caouncil
authorizing the execution of this contract ie required. The Minute Order of Resclution must
authorize by name and title the signatory of the contract.. After processing, an approved copy of
the contract will be sent to you.

Specific procurement standards must be adhered to. Please follow the instructions contained in
EXHIBITS ‘A and ‘B of the contract.

Please provide the Department with & copy of the ‘Certificate of Inaurance’ as required by Article
X of EXHIBIT 'A™

Please fea! free to contact me at (916) 263-8185 should you have any questions.

Sincerely,

e
/Kén Newby / {///

" Enforcement Unit Associate



STATE OF CALIFORNIA

STANDARD AGREEMENT
STD 213 Fav 0563 AGREEMENT MUMBEER E
L3-204-7499
o B REGISTHATION NUMSER T
) eF 1104546 |
1 Thiz Agreement is enfered info betwaen the State Agency and the Contractor named below
STATE AR ) o i
DEPARTMENT OF BOATING AND WATERWAYS
R T e e N
COUMTY OF LOS ANGELES FIRE DEPARTMENT
7. The term of this 01012001 through 1231204 |
Agreamant i
3 The maxinmum amaouni
of this Agreament s % 104,000.00
4. The parties agree to comply with the terms and conditions of the following exhibits which are by this reference made a
part of the Agreemeant.
Exiibit A - Standard Terms and Conditions h
Fxhibit B — Admiinistrative Regulremants
Exhibit © - Audits of State and Local Governments
Exhibit D - Recyeling and Drug-Free Workplace Certification
1N WITHESS WHEREQER, this Agreement has been exscuted by the parties hereto,
CONTRACTOR California Department of General é

Services Use Ondy

SOMTRACTOR'S NAME (f ofber than an individual, $iale wistier a corpocation, parinership, #io}

COUNTY OF LOS ANGELES FIRE DEPARTMENT

BY tAwthorized Signature) DA TE SHEMED T b s )

PRINTED NARE AND TITLE OF PEREON SIGMING

TAnDRESS
26060 THE STRAND
MANHATTAN BEACH CA 890266
STAYTE QF CALIFGRNIA

AGENCY NANME
DEPARTMENT OF BOATING AND WATERWAYS

BY (Authorized Smatuee]d CATE BIGHEDR D0 mor i)

£
PRINTED KAME ANE TITLE OF PERSON SIGHING (Y Exempt per

LUCIA € BECERRA, ACTING DERECTOR
ADDRESS
2000 BVERGREEN STREET, SUTTE 100 SACRAMENTO A 95815




STATE OF CALIFORNIA

STANDARD AGREEMENT

ST 213 (Rev 0BG

AGREEMENT NUMBER
H-204.759

REGIETRATION HUMRER
ef 1104546

GEATE

DEPA

i

RIMENT OF BOATING AND WATERWAYS

CONMTRACTORS HAME

COUINTY OF LOS ANGELES FIRE DEPARTMENT

2. The term of this 0i-01-248141

Agregment s

through

12-31-201

3. The maximum amount

of this Agreament is) § 10400000

4. The partéés agrae to comply with the ferms and conditions of the fﬁ!lowing exhibiis which are by this reference made a

part of the Agreament.
" Exhibit A - Standard Terms and Conditions

Exhibit B - Administrative Requirements
Exhinbit C - Audits of State and Local Governmenis

Exhib#t 3 — Recycling and Drug-Free Workplace Certification

i WITNESS WHEREQF, this Agreement has beesn executed by the parties hereto.

CONTRACTOR

California Department of General
Services Use Only

CORTRAGTOR'S MARME (f oher fhan an sulividusl, siate whedher & corporation, parlnsrsiiip, ol }

COUNTY OF LOS ANGELUS FIRE DEPARTMENT

BY jauthorized Bgnalurel

OATE SIGHEDD nof typel

PRNTED NAME AND TITLE OF PEREOM BHRIRG

ADDRESS
2606 THE STRAND
MANHATTAN BEACH CA 90260

STATE OF CALIFORMIA

AGENCY NAME
DEPARTMENT OF BOATING AND WATERWAYS

BY (Aulhrized Signwturs)
G

&4

BATE SIGNED D nnt

fpcd
¥

FRINTED HARME AND TITUE GF BERTON BIGMING

LUCTIA CBECERRA, ACTING DIRECTOR

[] Exampl per

ADDRESS

2000 EVERGREEN STREET, SUITE 100 SACRAMENTO CA 95813




STATE (F CALIFORNIA
STANDARD AGREEMENT

SO 213 (Rey Q8105 ?EE;EEEMEW RUMBER
i 10204798

REGISTRATION NUMBER

el 1104546

1 This Agreement is entered into between ihe Slate Agency and the Contractor named balow

STATE AGERNCYE NAKME

DEPARTMENT OF BOATING AND WATLRWAYS

CORTRALTOR S HARE

COLNTY OF LOS ANGELES FIRE DEPARTMENT

7 The ferm of this G1-0G1-2011 throuigh 12-31-2011
Agrsament is

3. The maxuniim amt}uht
of this Agresmant s % 10400080

4. Tne parties agree to comiply with the terms and conditions of the following exhibits which are by this reference made a

part of the Agreerment.

Exhibit A - Standard Terms and Conditions
Exhibit B — Administrative Reguiramants
Exhibit C ~ Audits of State and Local Govarmmeants

Exhibit 1) -~ Racycling and Drug-Free Workplace Certification

M WITNESS WHERECF, this Agreement has beon execuled by the parties hereto.

CONTRACTOR

CORTRACTOR'S NAME i cther than Ba ingividual, state whether a corpleation, parinership, eld}

COUNTY OF LOS ANGELES FIRE DEPARTMENT

BY (Awhorizad Sigratuie) DATE SIGNETH s ot )
a5

CERINTED MARSE AR YITLE OF PERGOH SIGHING

TRTRESS
2600 THE STRAND
MANHATTAN BEACH CA 90266
STATE OF CALIFORNIA

AGENCY HAME
DEPARTMENT OF BOATING AND WATERWAYS

BY (Austhorizad Signatura) DATE BGNED 3 o uzed

I

BRINTED NARE AND TITLE GF PERSOM SIGNING

FUCIA C BECERRA, ACTING DIRECTOR

AODRESS :

000 EVERGREEN STREET, SUITE 100 SACRAMENTO CA 95815

California Departaent of General
Services Use Onfy

1 Exempt per;

Y




STATE OF CALIFORMA
STANDARD AGREEMENT

ST 213 (Fey G603 AGREEIE

ST MUMBER
13-204- 754

RECGHSTRATION NUMBER
e 1104546

5 Agreement is entered inio between the Slate Agency and the Confractor named belows

S NALE

DEPARTMENT GF BOATING AND WATERWAYS

TCoHTRA

MY OF LOS ANGELES FIRE DEPARTMENT

‘5 HARE

CUA]

The term of this (#1-01-2011 through (2300001
Agresment is’

ra

3. The maximum amount
of this Agreement is: 5104 060,00

4. The parties agree to comply with the terms and condiions of the following exhinits
part of the Agreement,

Exhibit A - Standard Terms and Conditions

Exhibit B - Administrative Requirerments
Exhibit © — Audits of State and Local Governments

Exhibit D - Reoycling and Drug-Free Workplace Cerlification

1M WITNESS WHEREOF, this Agreement has been executad by the parties hergto.

which are by this reference made a

CONTRACTOR
SOMTRACTOR'S MAME &f other than an individual, stsfe whether & cparsliion, pernsrsiip, sic )
COUNTY OF LOS ANGELES FIRE DEPARTMENT
@Y (Authorized Signatisre! UATE SIGRED & not type]

FRINTED BAKE AND TITLE OF PERSOH SIGMING

T ADDRESS
2600 THE STRAND
E‘v‘%f\?ﬂf&TTAN BEACH CA 40266

STATE OF CALIFORNIA

AGEHCT MAME
DEPARTMENT OF BOATING AND WATERWAYS

BY (Aythorirad Signature) DATE SIGNEN 0 o fypl

2t

PRINTED HAME AND TITLE OF PERSON BIGHING

LUCIA CBECERRA, ACTING DIRECTOR

ADDREES

2600 EVERGREEN STREET. SUITE 100 SACRAMENTO CA 95815

California Departinent of General
Services Use Only

£ Exampt per




*

Department of Boating and Waterwavs

Marine Law Enforcement

TRAINING CONTRACT

#10-204-799
“Rescue Boat Operations™ and “Boating Marine Fires”

COUNTY OF LOS ANGELES FIRE DEPARTMENT




CALIFORNIA DEPARTMENT OF BOATING ARND WATERWAYS

Barine Law Enforcement
TRAINING CONTRACT

This Contract, # 10-204-799 is entered into on Jupuary 1, 2011, between the California
Departnent of Boating and Waterways | Departinent] and the County of Los Angeles Fire

Department {Grantee]. Grantee agrees as follows:

I Contract
This CONTRACT incorporates EXHIBIT A, Standard Terms and Condifions,
EXHIBIT B, Administrative Reguirements, EXHIBIT C, Audits of State and Loeal

Governments, EXHIBIT D, Recyching and Drug-Free Workplace Certification.

b2

Graat

The DEPARTMENT will make a GRANT o the GRANTEE n an amount not to
exceed $104,000.06 (ONE HUNBRED AND FOUR THOUSAND DOLLARS):

the GRANT shall not exceed this amaount, shall he made using Federal funds, and shall
he used to purchase materials, equipment, and labor as necessary, to provide law

enforcement training course(s) for boating safety officers.
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Program Completion Date

The tratning course{s) shall be completed by no later than Diccember 31, 2011,

4, Special Provistons
{4 GRANTEL hereby certifies that the obligations created by this CONTRACT do

not violate the provisions of Sections 1096 (o 1096 of the Government Code.
ib] Notices required between the DEPARTMENT and the GRANTED shall be
deemed to have heen given when mailed to the respective addresses betow, first-class

postage, fully prepaid thereon:

TODEPARTMENT: Department of Boating and Walerways
Ken Newby - Enforcement
2000 BEvergreen Street, Suite 100
Sacramento, CA 95813

TO GRANTER: County of Los Angeles Fire Department
2600 The Strand
Manhattan Beach CA 98260

County of Las Angeles State of Califorsis
Fire Deparinent Department of Boating and Waterways

By: By:

Director
Title:
[Date %1gmd N Date §i gned




Program Compledion Date

The training course{s) shall be completed by no later than December 31,2841

Special Provisions

{a] GRANTEE hereby certifies that the obligations ereated by this CONTRACT do
not violate the provisions of Sections 1090 to 1096 of the Government Code.

fl Notices required between the DEPARTMENT and the GRANTEE shail be
deemed to have been given when madled to the respective addresses below., first-class

postage, fully prepaid thereon:

TO DEPARTMENT: Department of Boaling and Waterways
Ken Newby - Enforcement
2000 Evergreen Streef, Suite 100
Sacramento, CA 95815

TOGRANTEE: County of Los Angeles Fire Department
2600 The Strand
Mauhattan Beach CA 90266

County of Loy Angeles Stute of California
Fire Department Department of Boating and Walsrways

By:

Title:

2y

Director

Diate Signed Date Signed

L

ST

R




3 Program Completion Date
The training covrse{s) shall be comploted by no later than December 3%, 2818,
4. Special Provisions
EY GRANTEE hereby certifies that the obligations created by this CONTRACT do
not violate the provisions of Sections 1090 to 1096 of the Government Code.
(b]  Notices required between the DEPARTMENT and the GRANTEE shall be
deemed to have been given when mailed o the respective addresses below, first-class
postage, {ully prepaid thereow:
TO DEPARTMENT: Department of Bowting and Waterways
Ken Newby - Enforcement
2000 Evergreen Street, Suite 100
Sacramento, CA 93815
TO GRANTEE: County of Loz Angeles Fire Department
2604 The Strand
Maphaltan Beach CA 90266
County of Los Angeles State of California ,
Fire Department Department of Boating und Waterways
By: By:
MHrector
Title:
Date Signed - Date Signed

[y



Program CUompletion Date

The training coursefs) shall be completod by ao later than Decenaber 33, 2011

Swecial Provisions

[a} GRANTEE hereby certifies that the ebligations created by this CONTRACUT do

not violate the provisions of Sections 1690 to 1096 of the Government Code.
{b] Notices requirad between the DEPARTMENT and the GRANTEE shall be
deemed to have been given when mailed to the respective addresses below, first-tlass

posinge, fully prepaid thereow

TODEPARTMENT: Department of Boating and Waterways
Ken Newby - Fnforcement
2000 Evergreen Street, Suite 100
sacramento, CA 93813

TOGRANTEE: County of Los Angeles Fire Department
2600 The Strand
Manhattan Beach CA 90266

County of Los Angeles State of California

Fire Department

By:

Title:

iHrector

Date \gﬁui Prate Signed o

Bepartment of Boating and Waterways

R R R T N B S S T M R



STANDARD

EXHIBIT A
FTERMS AND CONDITIONS
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Fohibit A
STANDARD TERMS AND CONDITIORNS
FOR

MARINE LAW ENFORCEMENT

TRAINING CONTRACT

ARTICLE [ - DEFINITIONS

A, CONTRACT means the contract to which these standard terms and conditions
are appended.

B. TRAINING PROGRAM means DEPARTMENT approved programis) for
trafning BOATING - WATER RESCUE AND ENFORCEMENT personnel,

. PROGRAM COSTS means those costs incurred by the GRANTEE in providing
the training; such costs shall not include indirect or overheud costs claimed by the
GRANTEE, nor costs incurred prior to the effective date of this CONTRACT,

b. GRANT means a grant, using FEDERAL FUNDS, made by the DEPARTMENT

to the GRANTEE o finance all or part of the PROGRAM COSTS,

(V.

I 01,0030, 00 3,08 T




Boxhibit A

ARTICLE - TERM OF CONTRACT

A The term of this COMNTRACT shall begin on the effecrive date of the CONTRACT, and
shall continue for six months from such date nnless terminated earkier in accordance
with the teyms ond conditions of this CONTRACT,

23 This CONTRACT may be extended, amended or cancelled upon the mutual agreement of
both DEPARTMENT and GRANTEE.

ARTICLE f11 - DESBURSEMENT OF GRANT

A. The DEPARTMENT shall have no obligation to disburse the GRANT unless and until
the GRANTEE obtains the prior written approval of the DEPARTMENT of the type and
cast of the TRAINING PROGRAM.

B. The DEPARTMENT will reimiburse the GRANTEE through the GRANT for the
TRAINING COSTS, full or partial.

. The DEPARTMENT may make payment under this CONTRACT upon receipt of a
written payment request by the GRANTEE; such request shall be substantiated by

mvalces or ather such evidence of TRAINING COSTS.

ARTICLE IV ~ HOLD HARMEIESS

A, The GRANTEL waives all claims and recourse against the DEPARTMENT, including
the right to contribution for any loss or damage arising from, growing out of, or in a4y
way connected with or incident to this CONTRACT, except claims arising from the

concurrent or sole negligence of the DEPARTMENT, its officers, agents, and employees.




Exhibit A

i The GRANTEE shall mdemnify, hold harmiess and defend the DEPARTMENT, 15
officers, agonts, snd employees against any and all clains, demands, damages, expenses
or labiity ansing out of the TRAINING PROGRAM.

C I the DEPARTMENT is named as a co-defenduin, the GRANTEE shall notily the
DEPARTMENT and represent if, uniess the DEPARTMENT clects io represent itself, T
the DEPARTMENT undertakes its own defense, it shall bear its own i galion cosis,
expenses and attomey’s fees.

ARTICLE V - WAIVER OF RIGHTS

It is the intention of the parties hereto that from time to time, either party may waive certain of its
rights under this CONTRACT. Any waiver by cither party hereto of irs rights with respect to a
defanlt at this time, or any other matter arising in connection with this CONTRACT shall not be
deemed to be a waiver with respect 1o any other default or matter.

ARTICLE VI - REMEDIES NOT EXCHANGE

The use of either the DEPARTMENT or GRANTEE of any remedy specified in the
CONTRACT fur the enforcement of the CONTRACT is not exclusive, and shall not deprive the
party using such remedy of, or limit the application of, any other remedy provided by haw.

ARTICLE VI - OPINIONS AND DETERMINATIONS

Where the texms of the CONTRACT provide Lor action to be based upon the opinion. judgement,
approval, review or determination of either the DEPARTMENT or GRANTEE, such terms are
not mtended to be, and shall never be, construed as permitting such opinion, judgament,

approval, review or determination to be arbitrary, capricious or unreasonable.

~d




Foxhibit A

ARTICLE VI - ASSIGHNMENT

No assignment or transfer of this CONTRACT or uny pact hereof, rights hereunder or interest
herein by GRANTEE, shall be valid unless and until it is approved by the DEPARTMENT and
rade subject to such reasonable terms and conditions ag the DEPARTMENT may impose.

ARTHOLE IX - SUBIECT TO AUDIT

Al coniracts entered into by the GRANTEE involving an expendimre of GRANT funds shall
contain a provision which indicates that the confracting parties shall be subject to the
examination and andit of the California Auditor General for a period of three {3] years after final
pavment under this CONTRACT,

ARTVICLE X - COMPLIANCE WITH FEDERAL REGULATIONS

‘1he acquisition, use and disposition of all equipment purchased with the GRANT will be subject
to the standards presented in EXHIBIT B.

ARTICLE XI - RECYCLING AND DRUG-FREE, WORKPLACE CERTIF ICATIONS

As part of the terms and conditions of the agreed upon CONTRACT the GRANTEE shall submit
recycling and Drug-Free Workplace certifications to the DEPARTMENT. The certifications
shall bear the original signature of the GRANTEE'S authorized designee. The forms can be
found in EXHIBIT B

ARTICLE XKiI - LIABILITY INSURANCE

Al GRANTEE shall furnish to the DEPARTMENT a certificate of insurance stating
that there is liability insurance presently in effect for the GRANTEE, with a

combined single hmit [USL} of not fess than $500,000.00 per occurrence.



Tixhihiz A

The cestifionle of insurance will provide:

[

That the fusurer will not cancel the insured’s covera ge without 15 days
prior written notice 1o the DEPARTMENT.

That the DEPARTMENT, its officers, agents, emplovees, und servanes are
cluded as additional insured, bui only insofar as the operations under this
CONTRACT are concerned.

That the DEPARTMENT will not be responsible for Ay premivms or
assessments on the policy. The GRANTEE agrees that the bodily injury
liability insurance herein provided for shall be in effect at all times duging
the term of this CONTRACT. In the event said insurance coverage
expiges at any time or times during the }fe of this CONTRACT, the
GRANTEE agrees to provide, at least fifieen [15] days prior to said
expiration date, a new cerlificate of msurance evidencing msurance
coverage as provided for herein for not less than the remainder of the term
of the CONTRACT, or for a period of not less than one yvear. New
certificates of insurance are subject to the approval of the Department of
General Services, and the GRANTEE agrees that no work or services shall
ke performed prior to the giving of such approval. In the event the
GRANTEE fails to keep in effect at all times insurance coverage as
provided, the DEPARTMENT may, 1 addition w any other remedies it

may have, terminate this CONTRACT upon the occurrence of such evend,




ADMINISTRATIVE REQUIREMENTS
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EXDIBITB

[Code of Federal Regulations)

iTitle 49, Volume 1, Parts 1 1o 99]

[Revised as of Ootober 1, 1997]

From the 1.5, Government Printing Office via GPO Access
[OITE: 49CFR1E]

TITLE 49 TRANSPORTATION

Bubtitle A—Office of the Secvetury of Toansporiation

PART 18--UNIFORM ADMINISTRATIVE REQUIREMENTS FOR GRANTS AND
COOPERATIVE AGREEMENTS TO STATE AND LOCAL GOVERNMENTS

Subpart A-—General

Hec.

181 Purpose andd scope of this part.
18.2 Scope of subpart,

18.3 Definitions,

18.4 Applicability.

18.5 Effect on other issuance's.

15.6 Additions and exceptions.

Subpart B—FPre-Award Requirements
18.10 Forms for applying for grants.
18.11 State plans.
8.12 Special grani or sub grant conditions for “high risk” grantees.

Subpart C—Post-Award Requirements
Finapcial Administration

1820 Standards for financial management systems.
18.21 Paymenr,

18.22 Allowable costs.

18.23 Period of availability of funds.

18.24 Matching or cost sharing,

18.25 Program income.

18,26 Non-Federal audits.

Changes, Property, and Subawards

18.30 Changes.

18.31 Real property.

18.32 Equipment.

18.33 Supplies.

18.34 Copyrights,

18.35 Subawards to debarred and suspended parties.
18.36 Procarement.

18.37 Subgrants,




Reporis, Records Betention, and Enforcement

18.40 Monttoring and reporting program performance.
15.41 Financial reporting,

18,43 Enforcement,
1844 Termination {or convenience,

Subpart D—After-the-Grant Beguirements

18.50 Clossont,
18.51 Later disallowanee's and adjnstments.
1852 Collection of amounts due.

Subpart E-—Entitlements [Reserved]

Authority: 49 1L.5.C. 322¢a).Seurce: 53 FR 8086 and 8087, Mar. 11, 1988, unless otherwise
noted.

Editorial Note: For additional information, see related documents published at 49 FR 240958,
June 18, 1984, 57 FR 20198, May 29, 1987, and 53 FR 8028, March 11, 1088,

AeLieneral

Aec. 18.1 Purpose and scope of this part,

This part establishes uniform administrative mles for Federal
grants and cooperative agreements and sub awards to State, local and Indian tribal
governments.

Sec. 18.2 Scepe of subpart.

This subpart contains general rules pertaining to this part and procedures for control of
exceptions from this part.

Heo. 18.2 Definitions.

As used in this part
Accroed expenditures mean the charges incurred by the grantee during & given period
requiring the provision of funds for

(1) Goods and other tangible property received;

(2} services performed by emplovees, contraciors, sub arantees, subcoutractors. and

other payees; and

{3y other amounts becoming owed ander programs for which no current services ar

performance is required, such as annuities, instrance claims, and other benefit
payments,

Accrued income means the sum of;
(1) Barnings during a given period from services performed by the grantec and
goods and other tangible property delivered 1o purchasers, und
(2) amounts becoming owed to the grantee for which no current services or
performance is required by the grantes.




Acquisition cost of an item of purchased equipment means the net invoice unit price of the
property mcluding the eost of modifications, attachments, accessories, or auxiliary apparatus
necessary to make the property usable for the purpose for which it was acquired, Other charges
such as the cost of installation, transportation, taxes, duty or protective i-transit insurance, shall
be weluded or excluded from the unit scquisition cost in ecordance with the srantee's repular
accounting practices,

Administrative requirements mean those matters common 6 gramts in general, such as
financial management, kinds and frequency of reports, and refention of records. These are
distinguished from “programmatic” requirements, which concern matters that can be treated
only on a program-by-program or grant-hy-grant basis, snch as kinds of activities that cap be
supported by prants under a particular program.

Awarding sgency means:
(1N with respect to a grat, the Federal agency,
(2) with fespect (o a sub grant, the party that awarded the sub grant.

Cash contributions means the grantee's cash outlay, including the outlay of money
contributed to the grantee or sub grantee by other public agencies and institutions, and private
organizations and individuals. When authorized by Federal legislation, Federal funds received
from other assistance agrecments may be considered as grantee or sub grantee cash
contrilwutions,

Contract means {except as used in the definitions for “grant” and “sab grant” in this section
and except where qualified by “Federal™)a procurement contract under a grant or sub arant,

and means a procurement subconiract under a confract,

Cost sharing or matching means the value of the third party in-kind contributions and
the portion of the costs of a federally assisted project or prograw not borae by the Federal
Government. H

Cost-type contract means a contract or subcontract under a grant in which the
contractor or subcontractor is paid on the basis of the costs it incurs, with or without a fec,

Equipment means tangible. nonexpendable, personal property having a useful life of
more than one year and an acquisition cost of $5,000 or more per unit, A granfee may use is
own definition of equipment provided that such definition would at least inchude all
equipmnent defined shove,

Expenditure report means:
(1) For non-construction grants, the SF-269
“Financial Status Report” (or other equivalent report);
(2} for constraclion gramts, the SF-271 “Outlay Report and Bequest for
Reimbursement” (or other equivalent report).

Grant means an award of financial assistance, including cooperative agreements, in
the form of money, or property in fieu of money, by the Federal Govermment 1o an eligible
grantee, The term does not include technical assistance which provides services instead of ;_
money, or other assistance 1n the form of revenue sharing, loans, loan guarantees, inferest
subsidies, insurance, or divect appropriations. Also, the term does not include agsistance,
such as a fellowship or other tomp sum award, which the grantee is not required 1o account
tor.



Grantee means the government to which a goant is awarded and which is acoountable
for the wse of the Gnds provided. The grantee is the entire legal entity even f anly »
particular component of the entity is designated in the srant award document.

Local goveniment means a county., municipality, city, town, towaship, local public
authority (nclnding any public and Indian housing agency under the United States Housiug
Act of 1937} school district, special distriet, mirastate district, council of governments
{whether or not icorporated as 2 ponprofit corporation under state law), any uther regional
or interstabe government entily, or any agency or instrumentality of 2 loeal govermment,

Obligations means the amounts of orders placed, contracts and sub grants awarded,
goods and services received, and similar transactions during a given period that will require
payment by the grantee during the same or a future period.

OMB means the United States Office of Management and Budget.

Outlays {expenditures) mean charges made to the project or program. They may be
reported on a cash or acerual basis, For reports prepared on a cash basis, outlays are the
sum of actual cash disbursement for direct charges for goods and services, the amount of
wmdirect expense incurred, the value of in-kind contributions applied, and the amount of
cash advances and payments raade to contractors and sub grantees. For reports prepared on
an accrued expeaditure basis, outlays are the sum of actual cash disbursements, the amount
of indirect expenise incurred, the value of in kind contributions applied, and the new
inerense (or decrease) in the amounts owed by the grantee for goods and other property
received, for services performed by employees, contractors, sub grantees, subcontractors,
and other payees, and other amounts becoming owed under programs for which no current
services or performance are required, such as annuities, insurance claims, and other benefit
pavinents,

Percentage of completion method refers o a system under which payments are made
for construction work according to the percentage of completion of the work, rather than to
the grantee’s cost incuired.

Prior approval means documentation evidencing consent prior to incurring specific
cost.

Real property means land, including land improvements, structures and
appurtenances thereto, excluding movable machinery and equipment.

Share, when referring to the awarding agency's portion of real property, eupment
o1 supplies, means the same percentage as the awarding agency's portion of the acguiring
party's total costs under the grant to which the acquisition costs under the grant to which
the acquisition cost of the property was charged. Only costs are to be counted—not the
value of third-party in-kind contributions.

State mcans any of the several States of the United States, the District of
Columbia, the Commonwealth of Puerto Rico, any territory or possession of the United
States, or any agency or imstrumentality of a State exclusive of local governments. The
term does not include any public and Indian housing agency uader United States Housing
Actof 1937,
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Sulb grant mesns an award of financial assistance m the form of meney, or
property m iien of money, made under a grant by a grantec to an eligible sub grantec. The
tenm includes financial assistance when provided by contractual legal agrecinent, but
does not include procurement purehases, nor does it inchide any form of assistance which

is excluded from the definition of “grant” in this part,

Sub grantee means the government or other legal entity to which a sub erant is
& & p =]
awarded and which s accountable to the grantee for the nse of the funds grovided.

Supplies means all tangible personal property other than “equipment’” as defined in
this part. Suspension means depending on the context, either:

(1) temperary withdrawal of the authority to obligate grant funds pending
corgective action by the grantee or sub grantee or a decision to terminate the
grant, or

{2)  an action taken by a suspending official in accordance with agency
regulations implementing E.Q. 12549 1o immediately exclude a person from
participating in grant transactions for a period, pending completion of an
mvestigation and such legal ot debarment proccedings as may ensue.

Termination means permanent withdrawal of the authority to obligate previously-
awarded grant funds before that authority would otherwise expire. Tt also means the
voluntary relinquishment of that authority by the grantee or sub grantee. “Termination” does
not include:

{1y Withdrawal of funds awarded on the basis of the grantee’s underestimate of
the un-obligated balanee in a prior period;

(2) Withdrawal of the un-obligated balance as of the expiration of a grant;

(3) Refusal to extend a grant or award additional funds. to make a competing or
non-competing continuation, renewal, extension, or suppiemental award; or

{(4) vouding of a grant upon determination that the award was obtained
fraudulently, or was otherwise illegal or invalid from inception.

Terms of a grant or sub grant mean all requirements of the grand or sub grant, whether
n statute, regulations, or the award document.

Third party in-kind contributions mean property or services which benefit a
federally assisted project or program and which sre contributed by non-Federal third
parties without charge to the grantee, or a cost-type contractor uader the grant agreement.

Un-liquidated obligations for reports prepared on a cash basis mean the amount of
obligations 1ncurred by the grantee that has not been paid. For reports prepared On an
accrued expenditure basis, they represent the amount of oblgations incurred hiy the
grantee for which an outlay has not been recorded.

Un-obligated balance means the portion of the funds authorized by the Federal agency
that has not been obligated by the grantee and is determined by deducting the cumulative
obligations from the cumulative funds authorized.




See. 184 Applicability,

{a) General. Subparts A througl D of this part apply o ail grants and sub grants o
govermments, except where inconsistent with Federal statutes or with regutations
authorized in accordance with the exception provision of Sce. 18,6, or
(1} Grants and sub granis to State and local nstitutions of higher education or State and
lcal hospitals.
(23 The block grants authorized by the Omnibus Budget Reconolistion Act of 1981
(Commumty Services; Preventive Health and Health Scrvices: Aleohol, Drug Abuse, and
Mental Health Services; Maternal and Child Health Services: Socinl Services: Low-
Icome Home Energy Assistance; States’ Program of Community Development Block
Grants for Small Cities: and Elementary and Secondary Educstion other than PrOETams
administered by the Secretary of Education under title V, subtitle D, chapter 2, Section
583-—the Secretary's discretionary grant program) and titles -1 of the Job Traming
Partnership Act of 1982 and under the Pubhic Heaith Services Act {(Section 1021,
Aleohol and Drug Abuse Treatment and Rehabilitation Block Grant and part O of title V,
Mental Health Service for the Homeless Block Grant).
(3) Entitlement grants to catry out the following programs of the Social Security Act:
{1} Aid to Needy Families with Dependent Children (tite IV-A of the Act, not including
the Work Incentive Program (WIN) authorized by section 402(2)19(G); HHS grants for
WIN are snbject to this part);
{11} Child Support Enforcement and Fstablishment of Paternity (title IV-D of the Acty:
(iii) Foster Care and Adoption Assistance (title 1V-E of the Acty;
(v} Aid to the Aged, Blind, and Disabled (ritles I, X, X1V, and XVI-AABD of the Act);
and
(v} Medical Assistance (Medicaid) (title XIX of the Acty not inchuding the State Medicaid
Fraud Control program authorized by section 1903(a)(6)(B),
{4} Entitlement grants under the following programs of The National Schaol Lunch Act:
{1y School Lunch (section 4 of the Act),
(11) Commuodity Assistance (section 6 of the Act),
(1il) Special Meal Assistance {(scetion 11 of the Acty,
{iv) Summer Foad Service for Children (section 13 of the Acty, and
(v) Child Care Food Program (section 17 of the Act).
(5} Entitlement grants under the following prograims of The Child
Nutrition Act of 1966:
(1) Special Milk (section 3 of the Act), and
{1t) School Breaklast (scction 4 of the Act),
{6} Entitlement grants for State Administrative expenses under The Food Stamp
Act of 1977 (section 16 of the Act).
(7) A grant for an experimental, pilot, or demonstration project that 13 also supported
by a grant Hsted in paragraph {a)(3) of this section;
(8) Grant funds awarded under subsection 412{e) of the lmmi gration and Nationality
Act{BULS.CL 1522(e)) and subsection 501(a) of the Refugee Education Assistance
Act of 1980 (Pub. 1..96-422, 94 Siat. 1809), for cash assistance, medical assistance,
and supplemental security income benefits to tefugees and entrants and the
adminisirative costs of providing the assistance and benefits;
(9} Grants to local education agencies under 20 U.S.C. 236 through 241-14a). and
242 through 244 (portions of the Impact Aid program), except for 20 U.S.C.
2382 ) and 240(f) (Entitlement Increase for Handicapped Children); and
{10y Payments under the Veterans Administration's State Home Per Dicm
Program (38 U.S5.C. adi(a).
{b} Entitlement programs. Entitlement programs enumerated ahove in See, 18.4(a) ()
through (8) are subject (o subpart E.




Ree, 18,5 Effect on other sananee's,

All other grants administration provisions of codified program regulations,
program manuads, hasdbooks and other nowregulatory materials which are inconsistent
with this part are superseded, except (o the extenf they are required by statude, or
authorized i accordance with the exception provision m Sec. 18.6.

Sec. 18.6 Additions and exceptions,
{a} For classes of grants and grantees subject to this part, Federal agencies may not impose
additional sdministrative requirements except in codified regulations published in the
“ederal Register,
(b) Exceptions for classes of grants or grantees may be authorized only by OMB.
(1) All Departiental requests for exceplions shall be processed through the
Assistant Secretary of Administration.
{23 [Reserved]
(¢} Exceptions on a case-by-case basis and for subgrantees may be authorized by the
atfected Federal agencies.
(1} All case-by-casc exceptions may be anthorized by the affected operating
administzations or departmental olfices, with the concurrence of the Assistant
Secretary for Administration.
{2y [Reserved]

{53 FR 8086 and 8087, Mar. 11, 1948, as amended at 60 FR 19646, Apr. 19, 1995]
Subpart B—Pre-Award Requirements

Sec, 18,10 Forms for applyving for grants,

{a] Scope.

{1} This section prescribes forms and instruciions o be

used by governmental organizations (except hospitals and institutions of higher
education operated by a government) in applying for grants. This section is not
applicable, however, to formula grant programs which do not require applicants to
apply For funds on a project basis,

€2} This section applies only o applications to Federal agencies for grants, and is not
requited o be applied by grantees in dealing with applicants for subgrants. However
grantees are encouraged to avoid more detailed or burdensome application
requirements for subgrants.

{3) Forms and procedures for Federal Highway Administration (FHWA ) projects are
contained in 23 CFR part 630, subpart B, 23 CFR part 420, subpart A, and 49 CFR
part 450,

Authorized forms and instructions for goverrmental organizations.

(1) In applying for grants, applicants shall only use

standard application forms or those prescribed by the granting

agency with the approval of OMB under the Paperwork Reduction Act of 1980,

{2) Applicants are not required to submit more than the ori ginal and two copies of
preapplications or applications.

(3) Applicants must follow all applicable instructions that bear OMB clearance
mumbers, Federal agencies may specify and describe the programs, functions, or
activities that will be used to plan,

budget. and evaluate the work under a grant. Other supplementary instructions may be
issued only witl the approval of OMHE to the extent required under the Paperwork
Reduction Act of 1980. For anv standard form, except the SF-424 face sheet, Faderal
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(b,
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pgencios may shade out or Insteuct the applicant (o dissegard any hne werm that is aot
necded.

{4y When 2 grantee applies for sdditional funding (such as 2 continustion

supplemental awand) or amends 2 previously submitied application, only the

affected pages need be submitted. Previously submiited pages with information

that is still current need not be resubminted [53 VR B086 and 8087, Mar. 11, TYEE,

as amended at 33 FR 8086, Mar, i1, 1988]5ec. 18,11 State plans.
{a) Scope. The statutes for some programs require States (0 submit plans bofore receiving
grants. Under regulations implementing BExecutive Order 12372, "Infergovernmental
Review of Federal Programs,” States are allowed to simplify, consolidate and substitute
plans, This section contains additional provisions for plans that are subject (o regulations
inplementing the Exeontive arder.
(b Requirements. A State need meet ondy Federal administrative or programmatic
requirements for a plan that are 1a statutes or codified regulations,
{cy Assurances. In each plan the State will inchude an assurance that the State shall
comply with all applicable Federal statutes and regulations m effect with respect to the
periods for which it receives grant funding. For this assurance and ofher assurances
required in the plan, the State may:

(11 Cite by munber the statatory or regulalory provisions reguiring the assurances and

affirm that it gives the assurances required by those provisions,

(2y Repeat the assurance language in the statutes or regulations. or

{3y Develop its own language (o the extent permitied by law,
{d) Amendments, A State will mmend a plan whenever necessary to reflect:

(1) New or revised Federal siatutes or regulations or (2) a

material change in any State law, organization, policy, or State agency operation,

The State will obitain approval for the amendment and its effective date but need

submit for approval only the amended portions of the plun.

Sec. 18.12 Special grant or sub grant conditions Tor “high-risk” graniees.

{a) A grantee or sub grantee may be considered “high risk™ if an awarding agency
determines that a grantee orsub grantee:
(1) Has a history of unsatisfactory performance, or
{2} Is not financially stable, or
(33 Has a management system which does not meet the management stundards
set forth in this part, or
(43 Has not conformed to torms and conditions of previous awards, or
(53 Is otherwise not responsible; and if the awarding agency defermines that an
award will be made, special conditions and/or restriciions shall correspond to the
high risk condition and shall be included in the award.
{1} Special conditions o restrictions may include:
(1) Payment on a reimbursenent basis;

(23 Withholding authority to proceed to the next phase until receipt of evidence of

acceptable performance within a given funding period;

(3) Requiring additional, more detailed financial reporis;

(43 Additional project monitoring;

(3) Requiring the grantee of sub grantee 0 ebtain technical or management

assistanece; or

{0y Establishing additional prioy approvals,
{cy It an awarding agency decides to impose such conditions, the awarding official
will notify the grantes or sub graniee as early as possible, i writing, of:

{13 The namre of the special conditions/restrictions;
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} The reasonds) for tmposing them,

1 The corrective actions which must be taken before they will be removed and the
time allowed for completing the corrective actions,; and

(4 The method of requesting reconsideration of the conditions/ restrictions

imposed.

2
(3

Subpart C—Past-Award Requirements
Finuncigl Administration
Sec. 18.20 Standsrds for fnancial mmnagenent systems,

a3 A State must expand and asccount Tor grant Dands in accordance with State laws and
procedures for expending and accounting for its own funds. Fiscal control and scconnting
procedures of the State, as well ay its sub grantees and cost-type contractors, must be
sufficient to—
(1) Permit preparation of reports required by this part and the statutes authorizing
the grant, and
(2} Permit the tracmg of funds to a level of expenditures adequate to establish that
such funds have not been used in violation of the restrictions and prohibitions of
applicable statutes.
(b) The financial management systems of other grantees and
sub grantecs must mest the following standards:
(13 Financial reporting. Accurate, current, and complete disclosure of the financial
resuits of financially assisted activities must be made in accordance with the
financial reporting requirements of the grant or sub grant.
{2} Accounting records. Grantees and sub grantees must mainiain recovds which
adequately identify the source and application of funds provided for financially-
assisted activities. These records must contain information pertaining to grant or sub
grant awards and authorizations, obligations, inobligated balances, assets, liabilities,
outlays or expenditures, and come.
{3} Internal conirol. Effective control and accountability must be maintained for all
grant and sub grand cash., real and personal property, and othier assets. Grantees and
sub grantees must adequately safeguard all such property and must assure that i is
used solely for authorized purposes.
{4y Budget control. Actual expenditures or outlays must be compared with budgeted
amounts for each grant or sub grant. Financial information must be related o
performance or productivity data, including the develepment of unit cost information
whenever appropriate or specifically requived in the grant or sub grant agreement. If
urit cost data are required, estimates based on available documentation will be
accepted whenever possible.
(5) Allowable cost. Applicable OMB cost principles, agency program regulations,
and the terms of grant and sub grant agreements will be followed in determining the
casonableness, allowability, and allocabifity of costs,
{6} Source documentation. Accounting records must be supported by such source
documentation as cancelled checks, paid bills, payrolls, fime and attendance records,
contract and sub grant award documents, ete,
{71 Cash management, Procedures for minimizing the time elapsing between the
trzisfer of funds from the U5, Treasury and disbursement by grantees and sub
grantees must be followed whenever advance payment procedures are used. Grantees
must establish reasonable procedures (o ensure the receipt of reports on sub grantees’
cash balances and cash disbursements in sufficient time to enable them (o prepare
complete and accurate cash transactions reports to the awarding agency, When
advances are made by letter-of-credit or clectronic transfer of funds methods, the
grantee must make drawdowns as close as possible to the time of making
dishursements. Graees must monitor cash drawdowns by their sub grantees to
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asstire that they contorm substantially to the same standards of timing
apply to advances to the granices.
(v} An awarding agency may review the adequacy of the financial management system of
any applicant {or financial assistance as part of & pre-award review or at any Hime
subsequent o award.
{sh} Cevtain Urban Mass Transportation Administration (UMTAY grantess shall comply
with he vequireinents of section 15 of the Urban Mass Transporiation (1M} Act of 1964,
a3 amended, as implemented by 49 CFR part 630, regarding » uniform system of sceounis
and records aad a aniform reporting system {or certain grantees. |33 FR 8086 and 8087,
Mar. 11, 1988, a8 arnended af 53 FR 8086, BMar. 11, 1988]

See. 18.21 Payment.

{aj Scope. This section prescribes the basic standard and the

methads under which a Federal ageacy will make payments to grantees, and grantees will
make payments to sub grantees and contractors.

{b) Basic standard. Methods and procedures for payment shall minimize the time
elapsing between the transfer of funds and disbursement by the grantee or sub grantee,
in accordance with Treasury regnlations at 31 CFR part 205,

(cy Advances. Grantees and sub grantees shall be paid in advance, provided they
maintain or demonstrate the willingness and ability to maintain procedures to minimize
the time clapsing between the transfer of the funds and their disbursement by the grantee
or sub grantee.

{d} Rewmbursement. Reimbursement shall be the preferred method when the
requirements in paragraph (¢) of this section are not met. Grantees and sub grantees may
also be paid by reimbursement for any construction grant. Except as otherwise specified
in regulation, Federal agencies shall not use the percentage of completion method to pay
construction grants. The grantee or sub grantee may use that method to pay its
construction contractor, and if it does, the awarding agency's payments (o the prantee or
sub granteze will be based on the grantee’s or sub grantee’s actuad rate of dishursement.
{e) Working capital advances. If a graptee cannot meet the criferia for advance payments
described in paragraph (¢} of this section, and the Federal agency has determined that
reimbursement 15 not feasible because the grantee lacks sufficient working capital, the
awarding agency may provide cash or a working capital advance basis, Under this
procedure the awarding agency shall advance cash to the grantee (o cover ifs estimated
disbursement needs for an initial period gencrally geared to the grantee’s disbursing cyele.
Thereafter, the awarding agency shall reimburse the graniee for its actual cash
disbursements. The working capital advance method of payment shall not be used by
granfees or sub grantees if (he reason for using such method is the unwillingness or
inabibity of the grantee to provide timely advances to the sub grantee to meet the sub
grantee’s actual cash disbursements.

{f) Bffect of program income, refunds, and andit recoveries on payment,
(1) Grantees and sub grantees shall disburse repaviments to and interest earned
onca cevolving fund before requesting additional cash pavments for the Same
achvity.
(2) Except as provided in paragraph (£) (1) of this section, grantees and sub granfees

shail disburse program income, rebates, relunds, contract settlements, audit recoveries

and interest earned on such funds before requesting additional cash payments.
(g} Withholding payments.
(1) Unless otherwise required by Federal statute, awarding agencies shall not
withhold payments for proper charges incurred by grantees or sub grantees unless—
(i} The granfee or sub grantee has failed o comply with grant award
conditions or
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See. 1821 Pavment, (Continned)

(i1} The grantee or sub grantee s indebied to the United States.
(23 Cash withheld fur Dntlure to comply with grant sward copdition, but without
suspension of the grant, shall be released to the grantee upon subsequent compliance.

When a grant 1g susperded, sayvment adiustments will be made in sccordance with Sec,
& R -1

18.43(c)
(3) A Federal agency shall not make payment (o graniess for amounds that are
withhield by grantees or sub graniees from payinent (o conlractors to assure
satisfactory completion of work. Payments shall be made by the Federal agency
when the grantees or sub grantees actually disburse the withheld funds to the
CORractons Of to escrow accounts established to assure satisfactory completion of
work.
{h) Cash depositories.
(1} Consistent with the national goal of expanding the opportunities for minority
business enterprises, grantees and sub grantees are encowraged to use minority banks
{a bank which is owned at least 50 percent by minority group mermbers). A list of
minority owned banks cun be obtained from the Minority Business Development
Agency, Departiment of Commerce, Washington, DC 20230,
(2) A grantee or sub graniee shall maintain a separate bank account only when
required by Federal-State agreement.
{1} Interest eamed on advances. Except for interest earned on advances of funds
exempt under the Intergovernmental Caoperation Act (31 U.8.C. 6501 et seq.)
and the Indian Self Determination Act (23 U.8.C. 450), grantees and sub
grantees shall promptly, but at feast quarterly, remit interest eared on
advances to the Pederal agency. The grantee or sub grantee may keep interest
amounts up to $100 per year for administrative expenses,
(1} 23 U.5.0C. 121 limits payments to States for highway construction projects (o the
Federal share of the costs of construction incurred to date, plus the Federal share of the
value of stockpiled materials.
{k} Section 404 of the Surface Transportation Assistance Act of 1982 directs the Secretary
to relmburse States for the Federal share of costs incurred. {33 FR 8086 and 8087, Mar. 11,
TOBE, as amended at 53 FR 8086, Mar, 11, 1988]

Hee, 18,22 Allowable vosts,

{a) Limitation on use of funds. Grant funds may be used only for:
(1) The allowable costs of the grantees, sub grantees and cost-type contractors,
inchuding allowsble costs in the form of payments to fixed-price contractors; and
{2) Reasonable fees or profit to cosi-type contractors but not any fee or profit (or
other increment above allowable costs) to the grantee or sub grantee.
(b} Applicable cost principles. For each kind of organization, there is a set of Federal
principles for determining allowable costs. Allowable costs will be determined in
accordance with the cost principles applicable to the organization incurring the costs. The
following chart lists the kinds of organizations and the applicable cost principles.
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For the costs of g
Stare, iocal or Indian iribal government.,.
Frivate nonprofit organization other than
an (1) institution of higher education, (2 hospital,
o (3} organdzation ramed
by OWIB Cirendar A-122 a5 not subiect to tha
cironlar,
Educational Instituions.....ovns
For-profit orgmuzation other than a
hospitat and an organization named i OBM
Circndar A-127 a3 not subiect 1o that cireular.

Jse the principles in—
OMB Clroular A-RT.
Ol Ciroular A-122.

OB Circolar A-21

48 CFR part 31 Contyact Cost
Princiles and
Procedutes, or uniform cost
accounting standards that comply
with cost principles acceptable o
the Federal agency.

PSR,

P
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{c) The overhead cost principles of OMEB Cirenlar A-87 shall not apply 1o Siate highway
apencies for FHIW A fonded granis.

(b3 Sections 3(1) and 9(p) of the UMT Act of 1964, a8 amended,

suthorize the Secretary to nelude in the net project cost eligible for Federal assistance,
the amount of interest earned and payable on bonds issued by the State or local pablic
body 1o the extent that the proceeds of such bonds bave sotually been expended in
carrying out such project or portion thereol, Limitations are established in sections 3
and 9 of the UMT Act of 1964, as amended.

{e} Section 9 of the UMT Act of 1964, as amended, anthorizes grants to finance the
leasing of facilities and equipment for use in mass transportation services provided
leasing is more cost effective than acquisition or constrction,

{53 FR 8086 and 8687, Mav, 11, 1988, as smended af 33 FR 8086, Mar. 11, 1988]
Sec, 18.23 Period of availability of Funds,

(a) General. Where a funding period is specified, o grantec may charge to the award only
costs resulting from obligations of the funding period unless carryover of anobligated
halances is perrnitted, in which case the carryover balances may be charged for costs
resulting from ohligations of the subsequent funding period.

{b) Liquidation of obligations. A grantee must lguidate all

obligations incurred under the award not fater than 90 days after the end of the funding
period (or as specified in a program regulation) to coincide with the submission of the
annual Financial Status Report (SF-269), The Federal agency may extend this deadline
at the request of the grantee.

&Hee. FE.24 Matching or cost sharing,

{a} Basic rule: Costs and contributions acceptable. With the

qualifications snd exceptions listed in paragraph (b} of this section, a matching or cost

sharing requirernent may be satisfied by either or hoth of the following:
(1) Allowable costs incurred by the erantee, sub grantee or a cosi-type vontractar
under the assistance agreement. This includes allowable costs borne by non-
Federal grants or by others cash donations from non-Federal third parties,

(2) The value of third party in-kind contributions applicable to the period to which

the cost sharing or matching requirements applies.

{b} Qualifications and exceptions—
(1) Costs borne by other Federal grant agreements. Except as provided by
Federal statute, a cost sharing or maiching requirement may not be met by costs
borne by another Federal grant. This prohibition does not apply to income carned
by a grantee or sub grantee from a contract awarded under another Federal gram.
(2) General vevenue sharing. For the purpose of this section, general revenue
sharing funds distributed nnder 31 U.S.C. 6702 are not considered Federal grant
fundds.
(3} Cost or contributions counted towards other Federal costs-sharing
requirernents. Neither costs not the values of third party in-kmd contributions
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may count wowards satislying a cost shaging oc matching requirement of a grang
apreement 1f they have been or will be counted towards satisfying a cost sharmg
st matching requirement of another Federal grant agreement, a Federal
procurement confract, or iy other award of Federal funds.
(4y Costs financed by program income. Costs Hinanced by program income, as
defined in Sec. 18.25, shail not count towards satisfving a cost sharing or matching
requirement unless they are expressly permitted in the terms of the assistance
agreement. (This use of general program income is described in Sec. 18.25(g).)
{5} Services or property fiminced by income eamed by contractors. Contractors
under a grant may carn income from the activities carried out under the contract in
addition to the amounts earned from the party awarding the contract. Mo costs of
services o property supported by this income may count toward satisfying a cost
sharing or inatching requirement unless other provisions of the grant agreement
expressly permit this kind of income to be used to meet the requirement.
{63 Records. Costs and third party in-kind contributions counfing towards satisfymg
a cost sharing or matching requirement must be verifiable from the records of
grantees amd sub grantee or cost-type contractors. These records must show how the
value placed on third party in-kind contributions was derived. To the extent
feasible, volunteer services will be supported by the same methods that the
organization uses to support the allocability of regular personuel costs.
(7) Special standards for thivd party in-kind contributions.
{1} Third party in-kind contributions count towards satisfying a cost
sharing or matching requirement only where, if the party receiving the
contributions were to pay for them, the payments would be allowable
COS{S.
31} Some third party in-kind contributions are goods and services that, 1f the
grantee, subgrantee, or contractor teceiving the contribution had to pay for
them, ihe payments would have been an indirect costs. Costs sharing or
matching credit for such contributions shall be given only if the grantee, sub
graniee or

Sec. 18,24 Matching or cost sharing. {Conlinued)

contractor has established, atong with its reguiar indirect cost rate, a special rate
for allocating to individual projects or programs the value of the contributions.
{111y A third party in-kind contributicon 1o a fixed-price contract may count
towards satisfying a cost sharing or matching requirement only if it vesults in:
{A} An increase in the services or property provided under the
contract (without additional cost to the grantee or sub grantee) or
(B) A cost savings to the graniee or sub grantee.
{iv) The valucs placed on third party in-kind contributions for cost sharing
or matching piposes will conform to the rules in the succeeding sections of
this part, If a third party in-kind contribution is a type not treated m those
sections, the value placed upon it shall be fair and reasonable.
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(823 U.5.C, 121(a) permits reimbursenent foy aetial construction cost
ineurted by States for highway construction projects. Except for private
donations of right-of-way, contributions and donations shall not be considered
Siate costs, and shall not be allowable for matching purposes for highway
construction contracts. 23 U.5.0. 323 permits private donations of right-of-way
to be used for a State's matching share, and establishes procedures for
determining the fair market value of such donated right-of-way.
{9} Section 4(a) of the UMT Act of 1964, as amended, provides that the Federal
grant for any project to he assisted under section 3 of the UMT Act of 1964, as
amended, shall be in an amount equal to 75 percent of the net project costs. Net
project cost is defined as that portion of the cost of the project which cannot be
reasonably financed from revenues,
{10) Section 18(e) of the UMT Act of 1964, as amended, limits the Federal share
to 80 percent of the net cost of construction, as determined by the Secretary of
Transportation. The Pederal share for the payment of subsidies for operating
expenses, as defined by the Secretary, shall not exceed 50 percent of the net cost
of such operating expense projects.

(¢} Valuation of donated services—
(1) Volunteer services. Unpaid services provided to a grantee or sub grantee by
individuals will be valued af rates consistent with those ordinarily paid for
similar work in the grantee's or suh grantee’s organization. If the grantee or sub
grantee does not have employees performing similar work, the rates will be
consistent with those ordinarity paid by other employers for similar work in the
same labor market. Tn either case, a reasonable amount for fringe benefifs may be
inciuded in the valuation. Employees of
other organizations. When an employer other than a grantee, sub graniee, ot cost-
type contractor furnishes free of charge the services of an employee in the
cmployee's normal line of woik, the services will be valued at the employee's
regular rufe of pay exclusive of the employee's fringe benefits and overhead
costs. Tf the services are In a different line of work, paragraph (¢}(1) of this
section applies.
(3} Section 5(g) of the Department of Transportation Act (49 U.5.C, 1654(g))
timits in-kind service contributions under the local Rail Service Assistance
Program to “the cash cquivalent of State salaries for State public employees
working in the State rail assistance program, buf not including overhead and
general administrative cosis.”
¢y Valuation of third party donated supplies and loaned equipment or space.
(1) If a third party donates supplies, the contribution will be valued at the
market value of the supplies at the time of donation.
(23 If a third party donates the use of equiprment or space in a building but
retains title, the contribution will be valued at the Fair rental rate of the
equipment or space.

(e} Valuation of third party donated equipment, buildings, and land.

If a third party donates equipment, buildings, or Tand, and title passes o a grantee or sub

srantes, the treatment of the donated property will depend upon the purpose of the grant

or sub grant, as follows:
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(1} Awards for capital expenditures. If the purpose of the grant or sub grant 15 10
assist the grantee or sub grantee in the acquisition of propesty, the markel value
of that property ai the time of donation may be counted as cost sharing or
malching,
{7) Other awards, f assisting in the acquisition of property is not the pupose of
the grant or sub grant, paragraphs (€3(23(2) and (1) of this seclion apply:
(i) ¥ approval is obtained from the awarding agency, the market value at
the time of donation of the donated equipment or buildings and the fair
renital rate of the donated land may be counted as cost shaving or
matching, In the case of a sub grant, the terms of the grant agreement
mmay require that the approval be obtained from the Federal agency as
well as the grantee. In alf cases, the approval may be given only if a
purchase of the equipment ot renfal of the land would be approved as an
atfowable direct cost. If any part of the donated property was acquired
with Federal funds, only the non-federal share of the property may be
counted as cost sharing or matching.
(it) I approval is not obtained under paragraph (e}2}(1) of this section,
no amount may be counted for donated land. and only depreciation or use
allowances mav be counted for donated equipment and buildings. The
depreciation or use allowances for this property are notl treated as third
party in-kind contributions. Instead, they are treated as costs incurred by
the grantee or sub grantee. They are computed and allocated (usnally as
indirect costs) in accordance with the cost principles specified in Sec.
18.22, in the same way as depreciation or use allowances for purchased
equipment and buildings. The amount of depreciation ot use ailowances
for donated equipment and buildings is based on the property's market
value at the time it was donated.
() Valuation of grantee or sub grantee donuted real property for
constructionfacquisition. If a grantee or sub grantee donafes real property for a
construction or facilities acquisition project, the current market value of that property
may be counted as cost sharing or matching. I any part of the donated property was
acquired with Federal funds, only the non-federal share of the property may be
counted as cost sharing or matching.
(g} Appraisal of real property. In some cases under paragraphs (d), (e} and (f) of this
section, it will be necessary to establish the market value of land or a building or the
fair rental rate of Tand or of space in a building. In these cases, the Federal agency may
require the market value or fair rental value be set by an independent appraiser,
and that the value or rate be certified by the grantee. This requirement will also be
imposed by the grantee on sub grantees.
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{53 R BO86 and 8087, Mar. 11, 1988, ns amended 2t 53 FR 8086, Mar. 11, 1988]

Hee. 18.25 Program income,

() General. Grantees are encowraged 10 cam nCome o defray program costs, Frogrmm
income includes income {rom fees for services performed, from the use or rentad of
real or perscmal property acquired with grant funds, [rom the sale of commoditics or
items fabricated under o grant agreement, and from payments of principal and interest
on loans made with grant funds. Except as otherwise provided in regulations of the
Federal agency, program income does not include interest on grant {unds, rebates,
credits, discounts, refunds, ete. and interest ewrned on any of them.

{b) Definition of program income. Program income means gross meome received by
the grantes or sub grantee directly generated by a grant supported activity, or earned
only as a result of the grant agreement during the grant period. “During the grant
period” is the time between the effective date of the award and the ending date of the
award reflected in the final financial report,

(¢) Cost of generating prograny income. If authorized by Federal regulations or the grant
agreement, costs incident to the generation of program income may be deducted from
gross income to defermine program meome.

(ity Governmental revenues. Taxes, special assessments, levies, {ines, and other suclt
revenues raised by a grantee or sub grantee are not program income unless the revenues
are specifically identified in the grant agreement or Federal agency regulations as
program incoms.

() Royalties. Income from royalties and license fees for

copyrighted material, patents, and inventions developed by a grantee or sub graniec is
program income only if the revenues are specifically identified inn the grant agreement
or Federal agency reguiations as program income. (See Sec. 18.34

(f) Property. Proceeds from the sale of real property or equipient will be handled in
accordance with the requirements of Secs. 18.31 and 18.32.

(g) Use of program income. Program incotne shall be deducted from outlays which
may be both Federal and non-Federal as described below, unless the Federal agency
regulations or the grant agreement specify another alternative (or a combination of the
alternatives). In specifying alternatives, the Federal agency may distinguish between
income earnied by the grantee and income earned by sub grantees and between the
sources, kinds, or amounts of income, When Federal agencies anthorize the
alternatives in paragraphs {g) (2} and (3) of this section, program INCOME i €XCESS of
any limits stipulated shall also be deducted from outlays.

{1) Deduction. Ordinarily prograim incoine shall be deducted from total allowable
costs (o determine the net allowable costs. Program income shall be used for current costs
unless the Federal agency authorizes otherwise. Progrtam income which the grantec did
not anticipate at the time of the award shall be used to reduce the Federal agency and
granlee contributions rather than fo increase the funds committed to the project.

(23 Addition. When authorized, program income may be added to the funds committed to
the grant agreement by the Federal agency and the grantee, The program income shall be
nsed for the purposes and under the conditions of the grant agreement.
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See. 18.25 Program income, (Continued)
(3} Cost sharing or matching, When anthorized, program incorne may be used 1o
meet the cost sharing or matehing requirement of the grant agreement. The
amount of the Federal grant award remains the same.
(1) Section 3(a)(1)(1) of the UMT Act of 1964, as amended, provides that the
Secrefary shall establish requirements for the use of income devived from
appreciated Tand values for cortain UMTA grants. Specific requirerments shall be
coprained in grant agreements.
(5% UMTA grantecs may retain program income for allowable capital or
uperating exXpenses.
{6) For grants awarded under section 9 of the UMT Act of 1964, as amended,
any reveres received from the sale of advertising and concessions in excess of
fiscal vear 1985 levels shall be excluded from program income.
7y 23 U.8.C. 156 requires that States shall charge fair market value for the sale,
lease, or use of right-of-way airspace for non-transportation purposes and that
such meome shall be used for projects eligible under 23 U.S.C,
(h} Income after the award period. There are no Federal requirements govering
the disposition of program income camed after the end of the award period (e,
until the ending date of the final financial report, see paragraph (a) of this
section), unless the terms of the agreement or the Federal agency regulations
provide otherwise.

[53 FR 8086 and 8087, Mar. 11, 1988, as amended at 53 FR 8687, Mar. i1, 1988}
See, 18.26 Non-Fedeval audits,

(a) Basic rule. Grantecs and sub grauntees are responsible for obtaining audits in
accordance with the Single Audit Act Amendments of 1996 (31 U.5.C. 7501-7507)
and revised OMB Cireular A-133, “Audits of States, Local Governments, and Non-
Profit Organizations.” The audits shall be made by an independent auditor in
accordance with generally accepted government auditing standards covering financial
audits.
(b} Sub grantees. State or local povernments, as those terms are defined for purposes
of the Single Audit Act Amendments of 1996, that provide Federal awards to a sub
srantee, which expends $300,000 or more (or other amount as specified by OMB) in
Federal awards in a fiscal year, shalb
{1) Determine whether State or local sub grantees have met the audit
reguirements of the Act and whether sub grantees covered by OMB Circular A-
110, “Uniform Administrative Requirements for Grants and Agreements with
Institutions of Higher Education, Hospitals, and Gther Non-Profit
Organizations,” have et the andit requirements of the Act. Compmercial
contractors (private for-profit and private and governmental organizations)
providing goods and services to State and local govermments are not required to
have a single audit performed. State and local governments should use their own
procedures to ensure that the contractor has complied with laws and regulations
affecting the expenditure of Pederal funds;
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12} Determine whether the sub grantee spent Federal assisiance funds provided in
accordance with applicable laws and regulations. This may be accomplished by
reviewing an audit of the sub grantee made in accordance with the Act, Cireular
A-110, or through other means (2.g.. programm reviews) if the sub granfee bhas not
had such an awdits
{3y Ensure that appropriate corrective action is faken within six months after
receipt of the audit report in instance of nopcompiiance with FPederal laws and
regulations:
14y Consider whether sub grantee audifs necessitate adjustment of the grantee’s
own records; and
(3) Require each sub grantee to permit independent auditors to have access to
the records and financial statements,

(<) Auditor selection. In amanging for audit services, Sec. 18.36 shall be followed,

[53 FI 8086 and 8087, Mar. 11, 1988, as amended at 61 FR 21387, May 16, 1996; 62 TR
45039, 45947, Aug. 29, 1997]

Changes, Property, and Sub Awards

Sec. 18.30 Changes.

{a) General. Grantees and sub graptees are perniitted to rebudget within the approved
direct cost budget to meet unanticipated requirements and may make limited program
changes to the approved project. However, unless waived by the awarding agency.
certain types of post-award changes in budgets and projects shall require the prior
writterl approval of the awarding agency.
{h) Relation to cost principles. The applicable cost principles (see Sec. 18.22) contan
requirements for prior approval of certain types of costs. Except where waived, those
requirements apply to all graits and sub grants even if paragraphs (¢} through (1) of
this section do not.
{¢y Budget changes—
(1) Non-construction projects. Except as stated in other regulations or an award
document, grantees or sub grantees shall obtain the prior approval of the
awnrding agency whenever any of the following changes is anticipated under a
non construction award:
(1) Any revision which wounld resuit in the need for additional funding.
(ii) Unless waived by the awarding agency, cumulative transfers among
direct cost categories, or, if applicable, among separately budgeted
programs, projects, functions, or activities which exceed or are expected (o
cxceed ten percent of the current total approved budget, whenever the
awarding ageney's share exceeds $100,000,
(i1 Transfer of funds atlotted for raining allowances (e, from direct
payiments to trainees to ofher expense categorics).
(2) Construction projecis. Grantees and sub grantees shall obtain prior written
approval for any budget revision which would result in the need for additional
funds,
{3y Combined construction and non-construction projects, When a grant or sub
grant provides funding for both construction and non-construction activities, the
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grantec or sub grantee nust obtain prior written approval from the wwarding
agency belore making any fund or budget transfer from RON-COnSHMCon {0
construction or vice versa.

(d) Programmatic changes. Grandees or sub grantees must obtain the poior approval

of the awarding agency whenever any of the following actions 1s anticiputed:
{13 Any revision of the scope or objectives of the project (regardless of whet
there is an associated budget revision requiring prior approval).
(23 Need to extend the period of avatlability of funds.
(%) Changes i key persons in cases where specified in an application or a gramt
award. In research projects, a change in the project director of principai
investigator shall always require approval unless waived by the awarding
agency.
(4) Under non-construction projects, contracting out, sub granting (if authorized
by law} or otherwise ohtaining the services of a third party to perform activities
which are central to the purposes of the award, This approval requirement is in
addition to the approval requirements of Sec. 18.36 but does not apply to the
procurement of equipment, supplies, and general support services.

(¢) Additional prior approval requirements. The awarding agency may not require

prior appraval for any budget revisson which is not described i paragraph (¢} of

this section.

(£} Reguesting prior approval.
{1y A request for prior approval of any budget revision will be in the same budget
formal the grantee used in its application and shall be accompanied by a narrative
justification for the proposed revision.
(2) A request for a prior approval under the applicable Federal cost principles
(see Sec. 18.22) may be made by leiter.
(3) A request by a sub grantee for prior appreval will be addressed in writing to
the grantee. The grantee will promptly review such request and shall approve or
disapprove the request in writing. A grantee will aot approve any budget or
project revision which is inconsistent with the purpose or terms and conditions of
the Federal grant to the grantee, If the revision, requested by the sub grantee
would result in a change to the grantee's approved project which reguires Federad
prior approval, the grantee will obtain the Federal agency's approval before
approving the sub granfee's request.

ber

Sec., 18.31 Real progerty,

() Title, Subject to the obligations and conditions set forth w this section, title to real

property acquired under a grant or sub grant will vest upon acquisition in the grantee or

sub prantee respectively.

() Use. Except as otherwise provided by Federal statutes, real propeity will be used

for the originally authorized purposes as long as needed for that purposes, and the

grantee or sub grantee shall not dispose of or encumbrer its title or other interests.

(¢} Disposition. When real propertly is no longer needed for the origmally authorized

purpose, the grantee or sub grantee will request disposition instructions from the

awarding agency. The instructions will provide for one of the following alternatives:
(1) Retention of title. Retain title after compensating the awarding ageney. The
amount paid to the awarding agency will be computed by applying the awarding
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ageney's percentage of participation in the cost of the original purchase to the faie
market value of the property. However, in those situations where a grantee or sub
sraniee iy dispesing of real property acquived with grant funds and acquiring
seplacement real property under the same program, the net proceeds from the
disposition may be used as an offsel {o the cost of the replacement property,

(23 Sale of properiv. Seil the propetty and compensate the awarding agency. The
arnount due to the awarding agency will be calculated by applying the awarding
ageney's percentage of participation in the cost of the original purchase fo the
proceeds of the sale after deduction of any actual and reasonable selling aud
fixing-up expenses. If the grant is still active, the net proceeds from sale may be
offset against the original cost of the property. When a grantee or sub grantee is
directed to sell property, sales procedures shail be followed that provide for
competition to the extent practicable and result in the highest possible return.

{3} Transfer of title. Transfer fitle to the awarding agency or to a third-party
designated/approved by the awarding agency. The grantee or sub grantee shall be
paid an amount caleulated by applying the granice or sub grantee’s percentage of
participation in the purchase of the real property to the current fair market value
of the propersty.

{d) If the conditions tn 23 U.5.C. 103e) (5}, (6), or (7). as approprinte, are met and
approval is given by the Sceretary, States shall not be required to repay the Highway
Trust Fund for the cost of right-of-way and other items when certain segmeits of the
Interstate System are withdrawi,

[53 F'R 8086

and 087, Mar. 11, 1938, a3 amended at 53 FR 8087, Mar. 11, 1988]

Sec. 18.32 Equipment.

(ay Title. Subject to the obligations and conditions sei forth in this section, title to
equipment acquired under a grant or sub grant will vest upon wequisition in the grantee or
sub grantee respectively.

(b States. A State will use, manage, and dispose of equipment acquired nnder a

grant by the State in accordance with State lawy and procedures. Other grantees and

sub grantees will follow paragraphs (¢} through (e) of this section,

{cyUse.

{1y Equipment shall be used by the grantee or sub grantee in the program or
project for which it was acquired as long as needed, whether or not the project or
program continues to be supported by Federal funds, When no longer needed for
the original program or project, the equipment may be used i other activities
currently or previously supported by a Federal agency.

(2) The grantee or sub grantee shall also make cquipment available for use on
other projects or programs currenily or previously supported by the Federal
Government, providing such use will not interfere with the work on the projects
or program for which it was originally acquired. First preference for other use
shall be given to other prograins or projects supported by the awarding agency.
User fees should be considered if appropriate.

(3} Motwithstanding the encouragement in Sec. 18.25(a) to earn program
income, the grantee or sub grantee must not use equiprient acquired with grant
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funds to provide services for a fee to compete unfairly with private companies
that provide equivalent services, unless specifically permitted or contemplated
by Federal statute. (43 When acquiring replacerment equipmuent, the grantee or
sub grantee may vse the equipment to be replaced as a trade-m or sefl the
property and use the proceeds to offset the cost of the replacernent property,
subject to the approval of the awarding agency.
(dy Management requirements. Procedures for managing equipment {including
replacement equipinent), whether acquired in whole or in part with grant funds, until
disposition takes place will, as a miginuim, meet the following equirermnents:
(1) Property records must be maintained that include a description of the
property, a serial number or other identification number, the source of property,
who holds title, the acquisition date, and cost of the property, percentage of
Federal participation in the cost of the property, the location, use and condition
of the property, and any ultimate disposition data including the date of disposal
and sale price of the propésty.
(2) A phiysical inventory of the propesty must be taken and the results reconciled
with the propetty records at least once every two years.
(33 A control system must be developed 1o ensure adequate safeguards to prevent
loss, damage, or theft of the property. Any loss, damage, or theft shall be
mvestigated,
(4y Adequate maintenance procedures must be developed to keep the property in
good condition.
(%) If the grantee or sub grantee is authorized or required to sell the property,
proper sales procedures must he established to ensure the highest possible
refufn.
(e} Disposition. When original or replacement equipment acquived
under a grant or sub grant is no longer needed for the origimal project or program or
for ather activities currently or previously supported by a Federal agency, disposition
of the equipment will be made as follows:
(1) Items of equipment with a current per-unit fair market value of less than
$5.,000 may be retained, sold or otherwise disposed of with no further obligation
to the awarding agency.
(23 Items of equipment with a current per wnit fair market value in excess of
$5.000 may be retained or sold and the awarding agency shall have a right to an
arnount calculated by multiplying the current market value or proceeds {rom
sale by the awarding agency's share of the equipment.
(3) In cases where a grantee or sub grantee fails to take appropriate disposition
actions, the awarding agency may direct the grantee or sub grantee to take excess
and disposition actions,
(f) Federal equipment. Tn the event a grantee or sub grantee is provided federally-
gwned equipment:
{1y Title will remain vested in the Federal Government,
(2} Grantees or sub grantees will manage the equipment in accordance with
Tederal agency rules and procedures, and submit an annual inventory listing,
(3) When the equipment is no longer needed, the grantee or sub grantee witl
request digposition instructions from the Pederal agency.
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() Right to transfer tithe, The Federal awarding agency may rescrve the right to ransfer
fitle to the Federal Government or a third part named by the awarding agency when
such a third party is otherwise eligible under existing statutes. Such transfers shall be
subjeet to he following standards:
(1) The property shall be identified in the grant or stherwise made known to the
grantes i writing,
(23 The Pederal awarding agency shall issue disposition instruction within 120
calendar days after the end of the Federal sapport of the project for which it was
acquired. If the Federal awarding agency fails to issue disposition wstructions
within the 120 calendar-day period the grantee shall follow Sec. 18.32(e).
(3} When title to equipment is transferred, the grantee shall be paid an amount
calculated by applying the percentage of participation in the purchase fo the
current fair market value of the property.

Sec. 18.33 Supplies,
(a) Title. Title to supplies acquired under a grant or sub grant will vest, upon
acquisition, in the grantee or sub grantee respectively.
{h} Disposition. If there is a residual inventory of unused supplies exceading $5,000 in
total ageregate fair market value upon termination or completion of the awurd, and if
the supplies are not needed for any other federally sponsored programs or projects, the
grantee or sub grantee shall compensate the awarding agency for its share.

Ser, 18.34 Copyrights.

The Federal awarding agency reserves a royalty-free, nonexclusive, and
irrevocable license to reproduce, publish or otherwise use, and to awthorize others to use,
for Federal Governinent purposes:

{a) The copyright in any work developed under a grant, sub graut, or con{ract under a
grant or sub grant; and

(b) Any rights of copyright to which a grantee, sub grantee or a contractor purchases
ownership with grant suppott.

Sec. 18.35 Subawards (o debarved and suspended parties.
Grantees and sub grantees must aot make any award or permil any award {sub grant
or contract) at any ter (o any party which is debarred or suspended or 1s atherwise
excluded from or incligible Tor participation
in Pederal assistance programs ander Executive Order 12349, "Debarment aad Suspension.”

Sec. 18,36 Procurement.
{a} States, When procuring property and services under a grant, a State will foflow
the same policies and procedures it uses for procurements {rom iis non-Federal
funds. The State will ensure that every purchase order or other contract includes any
clauses required by Pederal statutes and executive orders and thetr implementing
regulations. Other grantees and sub granitees will follow peragraphs (b) through (1) in
this section,
(b} Procurement standards,
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(1) Grantees and sub grantees will use their own procuzement procedures which
reflect applicable State and focal laws and regulations, provided that the
procurements conform to applicable Federal law and the standards identified in
this section,

(23 Grantees and sub grantees will maintain a contract administration system which
casures that contractors perforn in accordance with the ferms, conditions, aned
specifications of their conbracts or purchase orders.

(1} Grantees and sub grantees will maintain a wiitten code of standards of conduct

poverning the performance of their employees engaged in the award and

administration of contracts. No emplovee, oflicer or agent of the grantee or sub

prantee shall participate in selection, or in the award or administration of a
contract supported by Federal funds if a confiict of terest, real or apparent,
would be involved. Such a contlict would arise when:
(1) The employee, officer or agent,
(it Any member of his immediate family,
{it1j His ot her partner, or
{iv) An organization which employs, or is about (o employ, any of the
ahove, has a financial or other interest in the firm selected for award. The
grantee's or sub grantee’s officers, employees or agents will neither solicit
nor accept gratuities, favors or anything of monetary value from
contractors, potential contractors, or parties to sub agreements, Grantee

and sub grantees may set minimum rules where the financial mterest is not

substantial or the gift 18 an unsolicited item of nominal intrinsic value. To
the extent permitted by State or local law or regulations, such standards or
conduct will provide for penalties, sanctions, or other disciplinary actions
for violations of such standards by the grantee’s and sub grantee's officers,
eriployees, ot agenis, or by contractors or their agents. The awarding
agency may in regulation provide additional prohibitions relative to real,
apparest, or potential conflicts of interest.

{45 Grantee and sub grantee procedures will provide for a review of proposed procarements to
avoid purchase of unnecessary or duplicative items. Consideration shoutd be given to
consolidating or breaking out procurements to obtain a mare economical purchase. Where
appropriate, an analysis will be made of lease versus purchase alternatives, and any other
appropriate analysis to determine the most economical approach.

(3} To faster greater economy and efficiency, grantees and sub grantees are encouraged to
enter into State and local intergovermmental agreements for procurement or use of coimmon
goods and services.

(63 Grantees and sub grantecs are encouraged to use Federal excess and surplus property in
lien of purchasing new equipnient and property whencver such use is feasible and reduces
project costs.

(73 Grantees and sub grantees are encouraged to use value engineering clauses in contracts for
construction projects of sufficient size to offer reasonable opportunities for cost reductions.
Value engincering is a systematic and creative analysis of each coniract item or task to ensure
that its essential function is provided at the overal] lower cost.
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(8 Grantees and sub grantees will make awards only to responsibie contractors possessing the
ability to perform successflly under the tenms and conditions of a proposed procurement.,
Consideration will be given to such matters as contracior integrity, compliance with public poliey,
record of past performance, and financial and technical resousces.

(43 Grantees and sub grantees will madntain records sufficient to detail the significant history of a
procurement. These records will include, but are not pecessarily Limited 1o the following: rationale
for the method of procurement, selection of contract type, contractor selection or rejection, and the
basts for the contract price.

{10) Grantees and sub grantees will use time and material type contracts only-—

See, 18.26 Procurement {continged).

(1) After a determination that no other contract is suitable, and
(ity If the contract includes a ceiling price that the contractor exceeds at s
own risk.
(11) Grantees and sub grantees alone will be responsibie, in accordance with good administrative
practice and sound business judgment, for the settlement of all contractual and administrative
issues arising out of procurements. These issues include, but ate not limited to source evaluation,
protests, disputes, and claims. These standards do not relieve the grantee or sub grantee of any
contractual responsibilities under its contracts. Federal agencies will not substitute their
judgment for that of the grantee or sub graniee unless the matter 15 primarily a Federal concern.
Vielations of law will be referred to the local, State, or Federal authority having proper
jurisdiction.
(12) Grantees and sub grantees will have protest procedures to handie and resolve disputes relating
to their procurements and shall in all instances disclose information regarding the protest to the
awarding agency. A protestor must exbaust all administrative remedies with the grantee and sub
grantee before pursuing a protest with the Federal agency. Reviews of protests by the Federal
agency will be limited to:
(1) Violations of Pederal law or regulations aud the standards of this
section (violations of State or local law will be under the furisdiction of
State or local anthorities) and
(i) Violations of the grantee's o sub graniee's protest procedures for failure
to review a complaint or protest. Protests received by the Federal agency
other than those specified above will be referred to the grantee or sub
grantee.,
{¢} Competition,
(1) All procurement fransactions will be conducted in a manner providing full and open
competition consistent with the standards of Sec. 18.36. Some of the situations considered to
be restrictive of competition include but are not limited (o
(1) Placing unreasonable requirements on flims in order for them to qualify
to do business,
(i) Reguiring unnecessary experience and excessive bonding, (i)
Noncompetitive pricing practices between firms or between affiliated
companies,
(iv} Nencompetilive awards to consul{ants that are on retainer confracis,
(v} Organizational conflicts of interest,
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{vi} Specifying only a “brand name” product instead of altowing “an
prual” product to be offered and describing the performance of other
relevant requirements of the procurement, and

Ree, 1836 Procurement {continued).

(it} Any arbitpary action in the procurement process,
(2) Granlees and sub grantees will conduct procurements in a manner that prohibits the use of
statutorily or administratively imposed in-State or loeal geographieal preferences in the evaluation
of bids or proposals, except in those cases where applicable Federal statutes exprossty mandate ot
encourage geographic preference. Nothing in this section preempts State Heensing laws. When
contracting for architectural and engineering (A/E}) services, geographic location mayv be a
sclection criteria provided its application leaves an appropriate number of qualified firms, given
the nature and size of the project, to compete for the contract.
(3) Grantees will have written selection proceduares for procurement transactions. These
procedures wil] ensure that all solicitations:
(1} Incorporate a ¢lear and accurate description of the technical
requirements for the material, product, or service to be procared. Such
description shall got, it competitive procurements, contain features which
unduly restrict competition. The description may include a statement of
the quakitative nature of the material, product or service to be procured,
and when necessary, shall set forth those minimum essential
characteristics and standards to which it must conform if it is to safisty its
intended use, Detailed product specifications should be avoided if at all
possible. When it is tmpractical or uneconomical to make a clear and
accurate description of the technical requirements, 2 “brand name or
equal” description may he used as a means to define the performance or
other salient reguirements of a procurement. The specific features of the
named brand which nwst be met by offerors shall be clearly stated; and
(i1} Identify all requirements which the offerors must fulfill and ali other
factors to be used in evaluating bids or proposals.

{4) Grantees and sub grantees will ensure that all pre-qualified lists of persons, firms. of products
which are used in acquiring goods and services are current and include encugh qualified sources to
ensure maximum open and free competition. Also, grantees and sub grantees will not preclude
potential bidders from qualifying during the solicitation period.

(d) Methods of procurement to be followed—

(1} Procurement by small purchase procedures. Small purchase procedures are those relatively
simple and informal procurement methods for securing services, supplies, or other property that
do not cost more than the simplified acquisition threshold fixed at 41 U.S.C. 403(11) (currently
set at $100,000). If small purchase procedures are used, price or rate quotations shall be obtained
from an adequate number of qualified sources.

(2) Procurement by sealed bids (formal advertising). Bids are publicly solicited and a firm-fixed-
price contract {(lump st or unit price) is awarded to the responsible bidder whose bid,
conforming with all the material terins and conditions of the invitation for bids, s the lowest in
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price. The sealed hid method is the preferred method for procuring construction, if the conditions
in Sec. 1R.360HHE apply.

(1) Tt order for sealed bidding to be feasible, the foliowing conditions should

b present
(AY A complete, adeguate, and realistie specilication or purchase
description is avaiiable;
(B Two or more responsible bidders are willing and able to compete
effectively and Tor the business; and
(C) The procurerent lends tiself to a finn fixed price contract and
the selection of the successful bidder can be made principally on the
basis of price.

(i) If sealed bids are used, the following requirements

apply:
{A) The invitation for bids will be publicly sdvertised and bids shall
he solicited from an adequate nmnber of known suppliers, providing
shem sufficient time prior to the date set for opening the bids;
{B) The invitation for bids, which will include any specifications
and pertinent attachments, shall define the items or services in
order for the bidder to properly respond;
(C) All bids will be publicly opened at the time and place
prescribed in the invitation for bids:
(DY A firm fixed-prive contract award will be made in writing to
the lowest responsive and responsible bidder. Where specified in
bidding documents, factors such as discounts, transportation cost,
and life cycle costs shall be considered in determining which bid
is lowest. Payment discounts will only be used to determine the
Tow bid when prior experience ndicates that such discounts are
usually taken advantage of; and
(E) Any or all bids may be rejected if there is a sound documented
reason.

Ao, 18.36 Procurement,

(3} Procurement by competitive proposals. The fechnique of competitive
proposals is normally conducted with more than ene source submifting an offer,
and either a fixed-price or cost reimbursement type contract is awarded. ft i
generally used when couditions are not appropriate for the use of sealed bids. If
this method is used, the following requirements apply:
(ehy Methods of procurement to be followed. (Continued)
(13 Requests for proposals will be publicized and identify all evaluation
factors and their relative importance. Any response to publicized requests
{or proposals shall be honored to the maximum extent practical;
(i) Proposals will be solicited from an adequate number of qualified
soufces;
(iii) Grantees and sub grantees will have a method for conducting technical
evaluations of the proposals received and for selecting awardees;
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{(ivy Awards will be made to the responsible firm whose proposal 18 most
advantageous to the program, with price and other factors considered:
and

(v) Grantess and sub grantees may use competitive proposal procedures
for qualifications-based procurement of architectoral/engmeening (A/E)
professional services whereby competitors' qualifications are evatuated
and the most qualified competitor is selected, subject to negotiation of
{air and reasconable compensation. The method, where price is not used as
a sefection factor, can only be used in procurement of A/E professional
services. It cannot be used to purchase other types of services though A/E
firms are a potential source to perform the proposed effort,

(4} Procurement by noncompetitive proposals is procurement through solicitation of a proposal
from only one source, or after solicitation of a pumber of sources, competition is determined

inadequate.

(i) Procurement by noncompetitive proposals may be used only when the
award of a contract is infeasible under small purchase procedures, sealed
bids or competitive proposals and one of the following circumstances
applies:

(A} The item is available only from a single souree;

{B) The public exigency or emetgency for the requirement will not

permnit a delay resulting from competitive solicitation;

(Cy The awarding agency anthorizes noncompetitive proposals; or

Sec. 18.36 Procurement,
(D) After solicitation of a number of sources, competition is determined inadequate.

(1) Cost analysis, L.e., verifying the proposed cost data, the projections of
the data, and the evaluation of the specific elements of costs and profits, is
requurad.

(111} Grantees and sub grantees may be required to submit the proposed
procurement to the awarding agency for pre-award review in accordance
with paragraph (g) of this section.

{e} Contracting with small and minority fivms, women's business enterprise and tabor surplus
£} &

area firms,

(1) The grantee and sub grantee wili take all necessary affirmative steps 1o
assure that minority fivms, wotnen's business enterprises, and labor surplus area
firms are used when possible.

(2y Affirmative steps shall include:

{1y Placing qualified small and minority businesses and womei's business
enterprises on solicitation [ists;

(11} Assuring that smal and minority businesses, and women's business
enterprises are solicited whenever they are potential sources;

(i) Dividing tota] requirements, when cconomically feasible, into smaller
tasks or quantitics to permit maximum participation by small and minority
bhusiness, and women's busitiess enterprises;

(iv) Establishing delivery schedules, where the requirernent permits, which
encourage pariicipation by small and minonty business. and women's
business enferprises;
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(v Using the services and assistance of the Small Business

Administration, snd the Minonity Business Development Agency of the
Department of Conerce; and

(vi} Requiring the prime contractor, if subcontracts are o be let, 1o take the
affiemative sieps histed in puragraphs (e {2y (i) through (v} of this section.

{1y Contract cost and price.

(1) Grantees and sub grantees must perform a cost or price analysis in connection
with every procurement action including contract modifications. The method and
degree of analysis is dependent on the facls surrounding the particular
procurement situation, bat as a starting point, grantees must make independent
estimates before receiving bids or proposals. A cost analysis must be performed
when the offeror is required to subinit the clements of his estimated cost, e.g.,
under professional, consulting, and architectural esgineering services contracts. A
cost analysis will be necessary when adequate price competition is lacking, and
for sole source procutements, including contract modifications or change orders,
unless price reasonableness can be estabiished on the basis of a catalog or mavket
price of a commercial product sold in substantial quantities to the general public
or based on prices set by law or regulation. A price analysis will be used m alt
other instances to determine the reasonableness of the proposed contract price.
(2} Grantees and sub grantees will negotiate profit as a separate element of the
price for each contract in which there is no price competition and in all cases
where cost analysis is performed. To establish a fair and reasonable profit,
consideration will be given to the complexity of the work to be performed, the
risk borne by the contractor, the contractor's investment, the amount of
subcontracting, the quality of its record of past performance, and industry profit
rates in the stwrounding geographical area for shmitar work.

{3) Costs or prices hased on estimated costs for contracts under grants will be
allowable only to the extent that costs ineurred or cost estimates inchuded in
negotiated prices are consistent with Federal cost principles (see Sec. 18.22),
Grantees may reference their own cost principles that comply with the

apphicable Federal cost principles.

(4} The cost plus a percentage of cost and percentage of construciion cost
metheds of contracting shall not be nsed.

(g} Awarding ageney review.

{1y Grantees and sub grantees must make available, upon request of the awarding
agency, technical specifications on proposed procurements wherve the
awarding agency believes such review is needed to ensure that the item and/or
service specified is the one being proposed for purchase. This review
generally will take place prior to the time the specification 15 incorporated into
a solicitation document, However, if the grantee or sub gruntee desires to have
the review accomiplished after a solicitation has been developed, the awarding
agency may still review the specifications, with such review usually limited to
the tachnical aspects of the proposed purchase,

(2) Grantees angd sub grantees must on request make available for awarding

agency pre-award review procurement documents, such as requests for

propoesals or invitations for bids, independent cost estimates, eic. when:
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{iy A grantec’s or sub grantee's procuremend procedures or operation fais
to comply with the procwrement stapdards i this section; or
(i1} The procurement is expected 1o exceed the sunplified acquisition
threshold and is 1o be awarded without competition or only one bid or offer
i reccived in response to o solickation; or
(iit) The procurement, which is expected w exceed the simplified acquisition
threshold, specifies 2 “brand name” product; of
{iv} The proposed award is mere than the simplitied acquisition threshold
and is to be awarded to other than the apparent low bidder under a sealed
bid procurement; of
(v} A proposed contract modification changes the scope of a contract or
mereases the contract amount by more than the simplified acquisition
threshold.
{3y A grantee or sub granfee will be exempt from the pre-award review in
paragraph (g}(2) of this section if the awarding agency determines that its
procurement systems comply with the standards of this section,
(i} A graniee or sub grantee may request that is procurement system be
reviewed by the awarding agency to determine whether its system meets
threse standards in order for #s system to be certified. Generally, these
reviews shall ocour where there is a continuous high-dollar funding, and
third-party contracts are awarded on a regular basis.
(ii) A grantee or sub grantee may self-cerfify its procurement system. Such
self-certification shall not Himit the awarding agency's right to survey the
system. Usnder a self-certification procedure, awarding agencies may wish
to rely on written assurances from the grantee or sub grantee that 1f 18
comnplying with these standards. A grantee or sub grantee will cite specific
procedures, regulations, standards, ete., as being in compliance with these
requirements and have its system available for review.
(h) Bonding requirements. For constructien or facility improvement contracts or
subconiracts exceeding the simplified acquisition threshold, the awarding agency may
accept the bonding policy and requirements of the grantee or sub grantee provided the
awarding agency has made a determination that the awarding agency's interest is
adequately protected. If such a determination has not been made, the minimum
reguirernents shall be as Tollows:
{13 A bid guarantee from each bidder equivalent to five percent of the bid price.
The “bid guarantee” shall consist of a firm commitment such as u bid bond,
certified check, or other negotiable instrument secompanyving a hid as assurance
that the bidder will, upon acceptance of his bid, execute such conlractual
documents as may be required within the time specifivd.
{2y A performance bond on the part of the contractor for 160 percent of the
contract price. A “performance bond” is one executed in connection with 2
contract to secure Tulfillment of ali the contractor's ebligations under such
contract.
{3y A payment bond on the part of the contractor for 100 percent of the contract
price. A “payment hond” is one executed in connection with a contract 1o assure
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payment as required by faw of all persons supplying fabor and material in the
exccution of the work provided for i the contract.
{1y Contract provisions. A graniee's and sub graniee’s confracts must
contain provisions in paragraph (1) of this section. Pederal agencics are
permitted to require changes, remedies, changed conditions, access and
records retention, suspension of work, and other clanses approved by the
office of Federal Procurement Policy.
{1y Administrative, contractual, or legal remedies i instances where confractors
violate or breach contract terms, and provide {or such sanctions and penaliies as
may be appropriate. (Contracts more than the simplified acquisition threshold)
(23 Termination for cause and for convenieace by the grantee or sub grantee
including the manner by which it will be effected and the basis for settlement.
(Al contracts in excess of $10,000)
(3) Compliance with Executive Order 11246 of September 24, 19635, eutitled
“Equal Employment Opportunity,” as amended by Executive order 11375 of
October 13, 1967, and as supplemented in BDepartment of Labor regulations (41
CFR chapter 60). (AH construction contracts awarded in excess of $10.000 by
grantees and their contractors or sub grantees)
{4) Compliance with the Copeland “Anti-Kickback™ Act (18 U.S.C.
874) as supplemented in Departinent of Labor regulations (29 CER part 3). (All
contracts and sub grants for constiuction of Tepair)
(5) Compliance with the Davis-Bacon Act (40 U.S.C. 276a to 2764-7} as
supplemnented by Department of Labor regulations (29 CFR part 5).
(Construction contracts in excess of $2000 awarded by grantees and sub
grajtees when required by Federal grant program legislation)
{6y Compliance with Sections 103 and 107 of the Contvact Work Hours and
Safety Standards Act (40 U.S.C. 327-330) as supptemented by Department of
Luabor regulations (29 CFR pari 5). (Construction contracts awarded by grantecs
and sub grantees in excess of $2000, and in excess of $2500 for other contracts
which involve the employment of mechanics ot laborers)
(73 Notice of awarding agency requirements and regulations pertaining to
reporting.
(8} Notice of awarding agency requirements and reguiations pertaining to patent
rights with respect to any discovery or invention which arises or is developed in
the course of or under such contract.
{9} Awarding agency requirements and regulations pertaining to copyrights and
rights in data,
(10} Access by the grantee, the sub prantee, the Federal grantor agency, the
Comptroller General of the United States, or any of their duly authorized
representatives to any books, documents, papers, and records of the contractor
which are directly pertinent to that specific contract for the purpose of making
andit, examination. excerpts, and trapsenplions.
{113 Retention of all required records for three years after grantees or sub
grantecs make final payments and all other pending matters are closed.
{12y Compliance with ail applicable standards, orders, or requirements issued
under section 306 of the Clean Alr Act {42 US.C. 1857k, section 308 of the
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Clean Water Act (33 US.C 1368, Exeoutive Order 11738, and Eovironmental
Protection Ageney regulations (40 CFR part 15} (Contracts, subcontracts, and
sub grants of amounis in excess of $10,000)
{13y Mandatory standards and policies relating to energy officiency which are
contained in the state ensrgy conservation plan issued i compliance with the
Energy Policy and Conservation Act (Pub. L. 94163, 89 St 871
(1Y 23 UL.8.C. 112{a) directs the Seoretary {o require recipicnis of highway construciion
erants o use bidding methods that are “effective in securing competition.” Detatled
conpstruction contracting procedures are contained n 23 CFR part 635, subpart A
(k) Section a2y of the UMT Act of 1964, as amended, prohibifs the use of
grant or loan funds to support procusements utilizing exclusionary or discriminatory
speciiications.
(146 US.C 124101y and 46 CFR part 381 impose cargo preference requiraments on
the shipment of foreign made goods.
{m} Section 165 of the Surface Transportation Assistance Act of 1982, 49 U.S.C.
1601, section 337 of the Swetace Transportation and Uniform Relocation Assistance
Act of 1987, and 49 CFR parts 660 and 661 impose Buy America provisions on the
procurement of foreign products and muterials,
{n) Section 105(6) of the Surface Transportation Assistance Act of 1982, section
106{c) of the Surface Transportation and Uniforim Relocation Assistance Act of
1987, and 49 CFR part 23 impose requirements for the participation of
disadvantaged business enterprises.
(o) Section 308 of the Surface Transportation Assistance Act of 1982, 49 U 5.C.
106&(b)2), authorizes the use of competitive negotiation for the purchase of
rolling stock as appropriate. _
(3 23 U.S.C. 112{b) provides for an exemption to competitive bidding
requirernents for highway construction contracts in emergency situations.
{4y 23 11.5.C. 112 requires concutrence by the Secretary before highway
construction contracts can be awarded, except for projects anthorized under the
provisions of 23 U.S.C. 171,
{r) 23 U.8.C. 112(e) requires standardized contract clanses
concerning site conditions, suspension or work, and material changes tn the scope of
the work for highway construction contracts.
(3) 23 U.5.C. 140(b) autheorizes the preferential employment of Indians on Indian
Reservation road projects and contracts,
{1 FHWA, UMTA, and Federal Aviation Admisistration (FAAY grantees and sub
grantees shall extend the use of qualifications-based (e.g., architectural and engineering
services)y contract selection procedures fo certain other related areas and shall award such
comracts in the same manner as Federal contracts for architectural and engineering
services are negotiated under Title IX of the Federal Property and Administrative
Services Act of 1949, or equivalent State (or airport sponsor for FAA) qualifications-
based requirements. For FHWA and UMTA programs, this provision applics except 1o
the extent that a State adopts or has
adopted by statute a formal procedure for the procurement of such services.

T N S

S B S N,

v

e I

PR




[83 'L 8086 and 8087, Mar. 11, 1988, o5 amended af 53 FH 5087, Mar, 14, 1985, 60 FR
19639, 12647, Apr, 19, 1995]

See. 1837 Bub grants.

{a) States, States shall follow state law and procedures when
awarding and administering sub grants {(whether on a cost reimbursement or fixed
amount basis) of financial assistance to focal and Indian inbal goveraments. States shall:
{1 Ensure that every sub grant includes any clauses required by Federal statute
and executive orders and their implementing regulations:
{2y Ensure that sub grantees are aware of requirements imposed upon them by
Federal statute and regulation;
(3) Ensure thaf a provision for complinnce with Scc. 18.42 is placed in cvery cost
reimbursement subgrant; and
(4) Conform any advances of grant funds fo sub grantees substaniially fo the same
standards of timing and amount that apply to cash advances by Federal agencies.
{by All other grantees. All other grantees shall follow the
provisions of this part which are applicable to awarding agencies when awarding and
administering sub grants (whether an a cost reimbursement or fixed amount basis) of
financial assistance to local and Indian tribal governments. Grantees shall:
(1) Ensure that every sub grant includes a provision for compliance with this
part;
(2} Ensure that every sub grant inchudes any clauses required by Federal statue
and executive orders and their implementing regulations; sy
{3) Ensure that sub grantees are aware of requirements imposed upon them by
Federal statutes and regulations,
{c) Exceptions. By their own terms, certain provisions of this part do not apply to
the award and administration of sub grants;
{17 Section 18.10;
{2y Section 18,11
(3) The letter-of-credit procedures specified in Treasury Regulations at 31 CFR
part 2035, cited 1 Sec. 18.21; and
{4} Section 18.50.

Heports, Becords, Betention, and Enforcement
Sec. 18.44 Monifering and reporting progrom performance.

{¢) Mondtoring by grantees. Grantees are responsible for managing the dav-fo-day
operations of grant and sub grant supported activities. Graniees must monitor grant

and sub grant supported aclivities to assure compliance with applicable Federal
requivements and that performance goals are being achieved. Gruntee monitoring

must cover each program., iuncbon or activity,

(b Nen-construction performance reports, The Federal agency may, if it decides that
performance information available from subsequent applications contains sufficient
information to mect its programmatic needs, require the grantee to submit a
performanee report only upon expiration or termination of grant support. Unless waived
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by the Federad suency this report will be due on the sane date as the fmal Fluancial
Statng Heport,
{by Mon-construction performance repors. {Coniinved)
{13 Graptees shall subiait anpual perforinance repocts unless the awarding ageney
reqguires quarterly or semi-annual reports, However, performance reports will not
be required rore frequently than quarterly, Aumual reports shall be due 90 days
after the grant year, quarterly or semi-annual reports shall be due 30 davs after the
reporting perted. The final performance report will he due 90 days after the
expitation or termination of grant support. If a justified request is submitted by a
grantee, the Federal agency may extend the due date for any performance report.
Additionally, requirements for unnccessary performance reports may be waived
by the Federal agency.
2} Performance reports will contain, for each grant, brief information on the
following:
(i} A comparison of actual accomplishments (o the objectives established
for the period. Where the output of the project can be quantified, a
computation of the cost per unit of output may be required if that
informaiion will be useful.
(i1} The reasons for slippage if established ohjectives were not met.
(i) Addittonal pertinent imformation including, when appropriate, analysis
and explanation of cost overmuns or high unit costs.
(31 Grantees will not be required to submit more than the original and two
copies of performance reports.
(4) Grantees will adhete to the standards in this section in prescribing
performance reporting requirements for sub grantees.
{c} Construction performance reports. For the most part, on-site technical inspections
and certified percentage-of-completion data are relied on heavily by Federal agencics
te monitor progress under construction grants and sub grants. The Federal agency will
require additional formal performance reports only when considered necessary, and
never more frequently than quarterly.
(1) Section {2{h} of the UMT Act of 1964, as amended, requires pre-award
testing of new buses models.
(2} [Reserved]
() Significant developments. Events may oceur between the scheduled performance
reporting dates which have significant wmpact upon the grant or sub grant supported
activity, In such cases, the grantee must inform the Federal agency as soon ag the
following types of conditlons become known:
(1) Problems, delays, or adverse conditions which will materially impair the
akility to meet the obiective of the award. This disclosure must include o
statement of the action taken, or contemplated, and any assistance needed to
resolve the situation.
{2y Favorable developments which enable meeting time schedules and objectives
sooner or at less cost than anticipated or producing more beneficial resulis than
originally planned.
() Federal agencies may make site visits as warranted by program needs.
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{Fy Waivers, extensions. .
(1 Federal agencies may waive any performasce report required by this part if
not needed,
(XY The grantee may waive any performance report from a sub grantee when not
seeded. The grantee may extend the doe date for any pedosmance report from a
sub graniee if the grantee will still be able to meet its performance reporting
obligations to the Federal agency,

[53 FR 8086 and 8687, Mar. 11, 1988, as amended at 53 TR 8087, Mar. 11, 1988}
Sec, 8,41 Pinancial Heporting.

{a} General,
(1} Bxcept as provided in paragraphs (2) (2) and (5§ of
this section, grantees will use only the forms specified in paragraphs (a) through
() of this section, and such supplementary or other forme as may from time 10
fime bhe anthorized by OMB, for:
(1) Submitting financial reports to Federal agencies, or
(i1} Requesting advances or reimbursements when letters of credit are not
used.
{2} Grantees need not apply the forms prescribed in this section in dealing with
their sub grantees. However, grantees shall not impose more burdensome
requireinients on sub grantees.
{3) Grantees shall follow all applicable standard and supplemental Federal agency
instructions approved by OMDB fo the extent required under the Paperwork
Reduction Act of 1980 for use in connection with forms specified in paragraphs
(b} through (e) of this section. Federal agencies may issue substantive
supplementary instructions only with the approval of OMB. Federal agencies may
shade out or Instruct the grantee to disregard any line item that the Federal agency
finds unnecessary for its decision making purposes.
{4) Grantees will pot be reguired to subimit more than the original and two
copies of forms required vnder this part,
{5y Federal agencies may provide compuier oulpuds (o grantecs to expedite or
contribute to the accuracy of reporting. Federal agencies may accept the
required information from graniees in machine usable format or compter
prinfouts mstead of prescribed forms.
{6} Federal agencies may waive any repost required by this section i not
neaded.
{7} Federal agencies may extend the due date of any financial report upon
receiving a justified request from a grantee,
(b} Financial Status Repott—
{1y Form, Grantees will use Standard
Form 269 or 269A, Financial Status Report, to report the status of funds for ajl
non-construction grants and for construction grants when required in accordance
with Sec. 18.41{eX2)(iu}.
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{2y Aceounting basis. Each grantee will repot program outlays and prograsy
income on a cash or acerual basis as prescribed by the awarding agency, I the
Federal agency requires aecrual information and the grantee's scoounting records
are not normally kept on the acorual basis, the geantee shall pot be required to
comvert its accounting system but shall develop such acorual information through
and analysis of the documentation on hand,

{3; Frequency. The Federal agency may prescribe the frequency of the report for
each project or program. However, the report will not be required more
frequently than quarterly. If the Federal agency does aot specify the frequency of
the report, it will be submitted annually. A final report will be required upon
expiration of terminaton of grant support.

(4 Due date. When reports are required on a quarterly or semiannual basis, they
will be due 30 days after the reporting period. When required o an annual basis,
they will be due DO days after the

grant vear, Final reports will be due 90 days after the expiration or termination of
grant support.

() Federal Cash Transactions Report—

{1y Form.
(i) For grants paid by letter or credit, Treasury check advances or
electronic transler of funds, the grantee will subimit the Standard Form
272, Federal Cash Transactions Report, and when necessary, its
confinuation sheet, Standard Form 2724, unless the terms of the award
exempt the grantee from this requirement.
(i) These reports will be used by the Federal agency (o monilor cash
advanced to grantees and to obtain disbursement or vutlay information for
each grant from grantees. The format of the report may be adapted as
appropriate when reporting is to be accomplished with the assistance of
automatic data processing equipment provided that the information to be
subinitted is not changed in substance.

{2y Forecasts of Federal cash requirements. Forecasts of Federal cash

requirernents may be required 1o the "Remarks” section of the report.

{3) Cash i hands of sub grantees. When considered necessary and feasible by

the Federal agency. grantees may be required to report the amount of cash

advances in excess of three days needs in the hands of their sub grantees or

comtractors and to provide short narrative explanations of actions taken by the

grantee (o reduce the excess balances.

{4} Frequency and due date. Grantees must submit the report no fater than 15

working days tollowing the end of each quarter. However, where an advance

either by letter of credit of electronic transfer of funds is authorized at an

annualized rate of one miltion dollars or more, the Federal agency may require

the report to be submitted within 15 working days following the end of each

momnth.

{d) Beauest for advance or reimbwrsement—
(1) Advance payments. Requests for Treasury check advance payments wilt be
submitied on Standard Form 270, Request for Advance or Reimbursement,
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(This formy will not be used for draw downs sader a letter of credif, electronic
funds transfer or when Treasury check advance payiments are made to the
grantee automatically on a predetermined basis,)

{2y Reimbursements. Requests for reimbursement ander non-construction grants
will also be submitted on Btandard Form 270, (For reimbursenent requests under
construction grants, see paragreph (@)1} of this section.) _

(33 The frequency for subanitting payment requests is treated in Sec 18,41

{

(H3).
{e) Outlay report and request for veimbursement for construction
DIOgranms.

{1} Grants that support construction activities paid by reimbursement method,
(i} Requests for reimbursement under construction grants will, be
submitted on Standard Form 271, Outlay Repott and Request for
Reimbursement for Construction Programs. Federal agencies may,
however, prescribe the Reqguest for Advance or Reimbursement form,
specified in Sec, 18.41(d), instead of this form,
(i1} The frequency for submitting reimbursement requests is treated in Sec.
18.41(0b)¥3).
{2y Grants that support construction activities paid by letter of credit, elecironic
funds transfer or Treasury check advance.
(i) When a construction grant is paid by letter of credit, electronic funds
transter or Treasury check advances, the grantee will report its outlays to the
Federal agency using Standard Form 271, Outlay Report and Request for
Reimbursement for Construction Programs.
The Federal agency will provide any necessary special instruction.
However, frequency and due date shall be governed by Sec. 18.41¢b) (33 and
{(4).
{it) When a coustruction grant s paid by Treasory check advances based on
periodic requests from the grantee, the advances will be requested on the
form specified in Sec. 18.41(d).
(113} The Federal agency may substitute the Financial Status Report specified
in Sec. 18.41{h) for the Outlay Report and Request for Reimbursement for
Construction Programs.
(3) Accounting basis. The accounting basis for the Outlay Report and Request
fur Reimbursement for Construction Programs shall be governed by Sec.
[841(b)2),
(£} Notwithstanding the provisions of paragraphs (a)(1} of this section, recipienis of
FHWA and National Highway Traffic Safely Administration (NHTSA) grants shall
use FHWA, NHTSA or State {inancial reports.
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153 FE 9086 and 2087, Mar, 11, 1988, ss amended af 53 VI 087, My, 11, 1988]
See. 18.42 Retention and access requiremends for vecords,

{ay Applicability,
{1y This section applies 1o ail finsncial and progranymatic records. supporting
documents, statistical recovds, and other vecords of grantees or sub prantees
which are:
(i} Required 1o be maintained by the ferms of this part, program regulations
or the grant agresment, of
{11} Otherwise reasonably considered as pertinent to program regulations or
the grant agreement.
(2} This section does not apply o recotds mainiamed by confractors of
subconfractors. For a requirement to place a provision conceming records in
certain kinds of comtracts, see Sec. [R.I36D{(10)
{(h) Length of retention period.
{1} Except ss otherwise provided, records must be retained for three vears from
the starting date specified in paragraph (c) of this section.
(2) If any litigation, ¢laim, negotiation, audit or other action involving the
records has been started before the expiration of the 3-year period, the records
must be retained untii completion of the action and resolution of all issues
which arise from it, or unil the end of the regular 3-year period, whichever is
later,
{3} To aveid duplicste recordkeeping, awarding agencies may make special
arrangements with grantees and sub grantees to retain any records which are
continuously needed for joint use. The awarding agency will request transfer of
records fo its enstody when it determines that the records possess long-term
retention value. When the records are transferred to or maintained by the
Federal agency, the 3-year retention requirement is not applicable to the granice
or sub graniee
{¢iStarting date of retention period-—
(1) General. When grant support is continued or renewed at annual or othey
intervals, the retention period for the records of each funding period starts on the
day the granteo or sab gragtee submits 1o the awarding agency its single or fast
expenditure report for that period. However, if grant support is coptinued or
renewed guarterly, the retention period for cach year's records starts on the day
the grantee submits s expenditure report for the last quarter of the Federal fiscai
year, In all other cases, the retention period starts on the day the grantee submiis
its final expenditure report. If an expenditure report has been waived, the retention
period starts on the day the report would have been due. .
(2) Real property and equipment records. The retention period for real property
arxd equipment records stits from the date of the disposition or replacement or
transfer at the divection of the awarding agency.
{3} Records for income transactions after grant or sub grant support. In some
cases grantees must report income after the period of grant support. Where there
is such a requirement, the refention period for the records pertaining o the
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earning of the income starts {rom the end of the grantee's fiscal year in which the
inoeme i earnad,
{4} Indirect cost rate proposals, cost allocations plans, ete, This paragraph applies
o the following tvpes of documents, and their supporting records: indivect cost
rate compuiations of proposals, cost allocation plans, and any similar accounting
computations of the rate at which a particalar group of costs is chaygeable (such
as cofmputer usage chargehack rafes or composite fringe benefit rates).

{1y It submitted for negotiation. i the proposal, plan, or other computation

is required to be submitted to the Federal Government (or to the grantee)

to form the basis for negotiation of the rate, then the 3-year retention

period lor its supporting records starts from the date of such submission,

¢iiy If not submitted for negotiation. if the proposal, plan, or other

computation 18 not required to be submitted to the Federal Government (or

to the grantee) for negotlation purposes, then the 3-year retention period

for the proposal plan, or computation and its supporting records starts

from the end of the fiscal year (or other accounting period) covered by the

proposal, plan, or other computation.

(dy Substitution of wicrofilm. Copies made by microfilming, photocopying, or similar
methods may be substituted for original the records.
fe) Access to records—

(1} Records of grantees and sub grantees. The awarding agency and the
Comptroller General of the United States, or any of their authorized
representatives, shall have the right of access to any pertinent books, documents,
papers, or other records of grantees and sub grantees which are pertinent o the
grant, in order o make audits, examinations, excerpts, and {ranscripts.

{2} Expiration of right of access. The right of access in this section must not be
limited to the required retention period but shall Tast as long as the records are
retained,

{f} Restrictions on public access. The Federal Freedom of

Information Act (8§ U.S.C. 552) does not apply to records unless required by Federal,
State, or local law, grantees and sub grantees are not requited to permit public access to
their records.

Hee. 18.43 Enforcement,

(s Remedies for soncompliance. If a grantee or sub graatee

materially fals to comply with any term of an award, whether stated i a Federal statute
or regulation, an assurapce, in a State plan or application, a notice of awuard, or
elsewhere, the awarding agency may take one or more of the following actions, as
appropriale m the ciraamstances:

{13 Temporarily withhold cash payments pending correction of the deficiency
by the grantee or sub grantee or moie severe enforcement action by the
awarding agency,

(2} Disallow (that is, deny both use of funds and matching credit for) all or past
of the cost of the achivity or action not in compliance,
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3} Whally or partly suspend or tenminate the current award for the sranfee's or
L 3 d &

sub prantec's program,

{4y Withhold ferther awards for the program, o

(5} Take other vemedies that may be logally available.
(b Hearings, appeals. In taking an enforcement action, the awarding agency will
provide the grantee or sub grantee an opportunity for such hearing, appeal, or other
administrative proceeding to which the grantee or sub grantee 15 entitled under any
staiuie or regulation applicabte to the action volved.
(¢} Effects of suspension and termination, Costs of grantee or sub graniee resuliing
from obligations incurved by the grantee or sub grantee during a suspension of after
termination of an award are not allowable unless the awarding agency expressly
authorizes them in the notice of suspension or termination or subsequently, Other
grantee or sub grantee costs during suspension or after termination which are
necessary and not reasonably avoidable are allowable if:

(1) The costs result from obligations which were properly incurred by the grantee

or sub grantee before the effective date of suspension or termination, are not in
anticipation of it, and, in the case of a termination, are non-cancellable, and,
(2) The costs would be allowable if the award were not suspended or expired
normaily at the end of the funding peried i which the termination takes effect,
¢d) Relationship to debarment and suspension. The enforcement
remedies identificd in this section, including suspension and termination, do not
nreclude grantee or subgrantee from being subject to “Debarment and Suspension”
under .0, 12549 (see Sec. 18.35).

See, 18.44 Termination for convenlenecs.

Except as provided in Sec. 18.43 awards may be terminated in whole or in part

oply as follows:

{a} By the awarding agency with the consent of the grantee or sub grantee in which
case the two parties shall agree upon the termination conditions, including the
effective date and in the case of partial termination, the portion to be terminated, of
(b} By the granfee or sub grantee upon written notification to the awarding agency,
sefting forth the reasons for such termination, the effective date, and in the case of
partial termination, the portion to be terminated. However, if, in the case of a partial
termination, the awarding agency determines that the remaining portion of the award
will not accomplish the purposes for which the award was made, the awarding agency
may terminate the award in its entivety under either Sec. 18.43 or paragraph (a) of this
section.
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Subpart De-After.The-Grant Reguivements

See, 18,58 Clogseaul.

(a3 General. The Federal agency will close ot the award when it deterrames that all

applicable adminisirative actions and all required work of the grani has been completed.

(hy Reports, Within 90 days after the exprration or teranation of the grant, the grantee
must subinit all financial, performance, and other reports required as a condition of the
grant. Upon request by the grantee, Federal agencies may extend this timeframe. These
may include but are not Hmited (o
{1) Final performance or progress report,
{2) Financial Status Report (SF 269) or Outlay Report and Request for
Reimbursement for Construction Programs (8F-271) (as applicable).
(3) Final request for payment (SF-270) (if applicable).
(4) Invention <isclosure {(if spplicable).
(5) Federally-owned property repoert:
in accordanice with Sec. 18.32(1), a grantee must submit an nventory of all federally
gwned property (as distinet from property acquived with grant funds) for which it is
accountable and request disposition instructions rom the Federal agency of propeity no
tonger needed.
(1) Cost adjustnent. The Federal ageney will, within 90 days after receipt of repaorts in
paragraph (b) of this section, make upward or downward adjustments to the allowable
casts.
(dy Cash adjustments.
(1) The Federal agency will make prompt payment to the grantec for allowable
reimbursable costs.
(2) The granfee must immediately refund to the Federal agency any balance of
unobligated (unencumbered) cash advanced that is not authorized to be retained
for use on other grants,

Sec. 18.51 Later disallowances and adjustinents.

The closeout of a grant does not affect:

{a} The Federal agency's vight to dizallow costs and recover funds on the basis of
a later audit of other roview;

(b) The grantee’s obligation fo return any funds due as a result of later refunds,
corrections, or other wansactions;

{¢) Records vetention as required in Sec. 1842,

(dy Property management requirements in Secs. 18,31 and 18.32; and Audit
requiterments in Sec. 18.26.

Sec, 18.52 Collection of amonnfs due,

{a) Any fundy paid fo a grantee in excess of the amount fo which the grantee is finally
determined to be entitled under the texms of the award constitute a debt to the Federal
Government. If not paid within a reasonable period after demand, the Federal agency
may reduce the debt by:

(1) Making an adnumistrative offset against other requests for reimbursements,

(2 Withholding advance payments otherwise dus to the grantee, or

(33 Other aciion permitted by law,
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{by Except where otherwise provided by statutes or regulations, the Federal agency
will charvge inten

E

it on an overdue debt in accordance with the Fedeval Claims
Collecton Standards (4 CFR Ch 11, The date from which inferest s computed s uot
extended by Htigation or the (ing of any form of appeal.
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AUDITS OF STATE AND LOCAL
GOVERNMENTS

53

A A R S TS




EXHIBIT C

Appendix A to Part 96—0ffice of Management and Budget
Cirenlar No. A-128—Uniform Audit Requirements for Stale and Local Governments

EXRCUTIVE OFFICE OF THE PRESIDENT, Office of Management and Budget,
CIRCULAR NO. A-128, April 12, 1985

To the Heads of Executive Departinents and Establishments.
Subject: Audits of State and Local Governments,

L. Purpose. This Circular is tssued pursuant to the Single Audit Act of 1984, Pub, L.
O8-302. It establishes andit requirements for State and local governments that receive
Federal aid, and defines Federal responsibilities for implementing and monitoring those
requirements,

2. Super session. The Circular supersedes Attachment P, “Audit Requirements,”
of Circular A-102, “Uniform requirements for grants to State and Jocal povernments,”

3. Background, The Single Aadit Act builds upon eatlier efforts to improve andits of
Federal aid programs. The Act requires State or local governments that reeeive $100,000 or
more & year in Fedaral funds to have an andit made for that year. Section 75035 of the Act
requires the Director of the Office of Management and Budget to prescribe policies,
procedures and guidelines to implement the Act. It specifies that the Director shall designate
“cognizant” Federal agencies, determine criteria for making appropriate charges to Federal
programs for the cost of audits, and provide procedures to assure that smail firms or {irms
owned and controlled by disadvantaged individuals have the opportunity to participate in
contracts for single audits.

4. Policy. The Single Audit Act requises the following:

a. State or tocal governments that receive $100,600 or more a year in Federal
financial assistance shall have an audit made in accordance with this Ciroular.
b. State or local governments that receive between $25,000 and $310(.006 o
year shall have an andit made in accordance with this Cireudar, or in
accordance with Federal laws and regulations governing the programs they
participate in.

¢. State or local governments that receive ess than $25,000 a year shall be
exempt from compliance with the Act and other Federal audit requurements.
These State and local govermments shall be governed by audit requirements
prescribed by State or local law or regulation.

. Nothing in this paragraph exempts Stale or focal governments from
maintaiming records of Federal financital assistance or from providing access o

such records to Federal agencies, as provided for in Pederal law or in Chreular A-

102, “Uniform requirements for grants to State or local governunents.”

5. Definitions. For the purposes of this Cireular the following definitions from the Single

Audit Act apply:
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a. Cognizant agency means the Federal agency assigaod by the Office of
Management and Budget o carvy out the responsibilities described in paragraph
11 of this Cirenlar.
by, Federsl financial assistance means assistance provided by a Federal agency
in fhe foom of grants, contracts, cooperative agreements, loany, loan
guarantees, property, interest subsidies, ipsurance, or direet appropriations, bt
does not mchede divect Fedesal cash assistance o individuals, It includes
awards received divectly from Federal agencies, or indirectly throngh other
units of State and local governments.
¢. Federal agency has the same meaning as the term agency in section 5511} of
ttle 5, 11.5.C.
d. Generally accepted accounting principles has the meaning specitied in the
cenerally accepted government suditing standards.
¢. Generally accepted government auditing standards means the Standards For
Audit of Government Organizations, Programs, Activitics, and Functions,
developed by the Controller General, dated February 27, 1981,
f. Independent auditor means:
(1) A State or local government anditor who meets the independence
standards specified in generally accepted government auditing
standards; or
(2} A public accountant who meets such independence standards.
g. Internal controls means the plan of organization and methods and procedures
adopted by management to ensure that:
(1} Resource use 1s consistent with laws, regulations, and policies;
{2) Resources are safeguarded against waste, loss, and misuse; and
(3) Reliable data s obtained, maintained, and fairly disclosed in reports,
h. Indian tribe means any Indian tribe, band, nations, or other organized group or
community, including any Alaskan Native village or regional or village
cotporations (as defined in, or established under, the Alaskan Native Claims
Settlement Act) that is recognized by the United States as eligible for the special
programs and services provided by the United Siaies to Indians because of their
status as Indians.
1. Local government means any unif of local government within a Staie,
including a county, a borough, municipality, city, town, township, parish, local
public authority, special district, school district, intrastate district, council of
governments, and say other instumentality of local government.
J- Major Federal Assistance Program, as defined by Pub. L. 98-502, is
desaribed in the Attachiment to this Circular,
k., Public accountants means those individuals who meet the qualification
standards included in generally sceepted government auditing standards for
personnel performing government audits,
I State means any State of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, the Virgin Islands, Guam, American Samoa, the
Commonwealth of the Northern Mariana Islands, and the Trost Territory of the
Pacific Islands, any
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instrumeniality thereol, and any multi-State, regional, or interstate entity that has
sovernmental functions and any Indinn tribe.
. Sub-recipient means any person of govemment department, agency, of
cstablishment that receives Federal financial assistance to carry ont a program
through a State ar local government, but does not include an individual that i3 a
beneficlary of such a program. A sub-recipient may zlso be a direct recipient of
Federal {ipancial assistance.
6. Svope of Andit, The Single Audit Act provides thao
a. The andit shall be made by an independent auditor in accordance wiih
generally accepted governument auditing standards covering financial and
compliance audits.
b. The audit shall cover the entire operations of a State or local government or, at
the option of that governiment, 1§ may cover depariments, agencies or
establishments that received, expended, or otherwise adiministered Federal
financial assistance during the year. However, if a State or local government
receives 525000 or more in General Revenue Sharing Funds ina fiscal vear, it
shall have an audit of its entire operations. A series of audits of individual
departments, agencies, and establishments for the same fiscal year may be
considered a single audit.
¢. Public hospitals and public colleges and universities may be excluded from
State and local andits and the requirements of this Circular. However, if such
ertities are excluded, audits of these entities shall be made in accordance with
statutory reguiremends and the provigions of Circular A-110, “Uniform
requirements for grants to universities, hospitals, and other nonprofit
organizations.”
d. The auditor shall determine whether:
(1) The financial statements of the government, department, agency or
establishment present fairly its financial position and the results of its
financial operations i accordance with generally accepted accounting
principles;
{2) The organization has internal accounting and other conirol systems to
provide reasonuble assurance that it is managing Federal financial
assistance programs in compliance with applicable faws and regulations;
and
{3} The organization has complied with laws and regulations that may
have miaterial etfect on its financial statements and on each major Federal
agsistance progrim,
7. Frequency of Audit. Audits shall be made annually uniess the State or local
government has, by January 1, 1987, a constitutional or statutory requirement for less
frequent audits, For those governments, the cognizant agency shall permit biennial
audits, covering both years, if the government so requests. It shall also honor requests
for biennial audits by governments that have an adininistrative policy calling for audits
less frequent than annual, but only for fiscal years beginning before January 1, 1987,
8. Internal Confrol and Compliance Reviews. The Single Audit Act requires that the
independent auditor determine and report on whether the organization has interal
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control systems 1o provide reasonable assurance that it 18 managing Pederal assistance
srograms i compliance with applicable laws and regulations.

S A A ST

g, Internal control review, In order to provide this asswrance the auditor must
make a study and evaluation of fnternal control systems used in administering
Federal assistance programs. The study and evaluation must be made whether or
not the anditor intends to place reliance on such systems. As part of fhis review,
the auditor shatl:

{1y Test whether these intemnal control systems are funchioning m
accordance with prescribed procedures.

(2) Examine the recipient’s system for monitoring sub-recipients and
obtaining and acting on sub-recmpient audif teports.

h. Compliance review, The law also requires the auditor to detenmine whether
the organization has complied with laws and regulations that may bave a matesial
effect on each major Federal assistance program.

(13 In order to determine which major programs are to be tested for
compliance, State and local governments shall identify in their accounts
all Federal funds received and expended and the programs under which
they werve received. This shall include funds received directly from
Federal agencies and thirongh other State and local governments.

{2) The review must wnclude the selection and testing of a representative
number of charges from each major Federal assistance program. The
selection and testing of transactions shall be based on the auditor's
professional judgment considering such factors as the amount of
expenditures for the program and the individual awards; the newness of
the program or changes in its conditions; priov experience with the
program, particadarly as revealed in audits and other evaluations (g,
mspections, program reviews); the extent to which the program is carried
out through sub-recipients; the cxtent to which the program contracts for
goods or services; the level to which the program is already subject to
program reviews or other forms of independent oversight; the adequacy
of the countrols for ensuring compliance; the expectation of adherence or
lack of adherence to the applicabie laws and regulations; and the potential
impact of adverse findings.
{a) In making the test of transactions, the anditor shall determine whether:
~-The amounts reported as expenditures were for allowabie services, and
—The records show that those who received services or benefits were eligible to
recetve them.
{by In addition {0 ransachion testing, the auditor shall determing whether:
—Matching requirements, tevels of effort and earpaarking limitations were met,
—Federal financial reports and claims for advaneces and reimbursements
contain information that is supported by the books and records front which the
basic financial statements have been prepared, and
—Ameounts claimed o used for matching were determined in accordance with
OMB Circular A-87, “Cost principles for State and local governments, “and
Attachment F of Circular A-102, “Uniform requirements for grants to State and
foval governments,”
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{¢) The principal compliance requirements of the Ligest Federal aid programe
may be asceriatned by refeming w the Complisnce Supplement for Single Audits
of State and Local Governnents, issued by OMB and available from the

Government Printing Office. For those programs not covered in the Compliance

Supplement, the aaditor may ascertain compliance reguirements by researching

the statutes, regulations, and agreenents govemning individual programs.

(23 Transactions refated to other Federal asgistance programs that are selected in
conmnection with examinations of financial statements and evaloations of
internal controls shall be tested for compliance with Federal laws and
regtilations that apply to such transactions.

8. Sub-recipients. State or local governments that recetve Federal {inancial assistance
and provide $25.000 or more of it in a fiscal year to a sub-recipient shall:
a. Determine whether State or local sub-recipients have met the audit requirements of
this Circular and whether sub-recipients covered by Cirealar A-110, “Uniform
requirements for grants to universities, hospitals, and other noaprofit organizations,”
have met that requirement;
b, Determine whether the sub-reciptent spent Federal assisiance funds provided in
accordance with applicable laws and regulations. This may be accomplished by
reviewing an audit of the sub-recipient made in accordance with this Circular,
Circular A-119, or through other means (e.g., program reviews) if the sub-
recipient has not yvet had such an audit;
¢ Ensure that txppmpnahﬂ corrective action is taken within six months after receipt
of the audit report in nstances of noncompliance with Federal laws and
regulations;
d. Consider whether sub-recipient andits necessitate adjustment of the recipient’s
own records; and
€. Require each sub-recipient to permit independent auditors to have access to
the records and financial stalements as necessary to comply with this Cireular.
16 Refation to Other Audit Requirements. The Single Audit Act provides that an
audit made i accordance with this Circular shall be in licu of any financial or
fimancial compliance audit required voder individual Federal assisiance programs. To
the exient that a single audit provides Federal agencies with information and
assurances they need to carry out their overall responsibidities, they shall rely upon
and use such information. However, a Pederal agency shall make any additional
audits which are necessary to carvy out its responsibilities under Federal law and
gz dation. Any additionul Federal andit effort shall be plarmed and carried out in
ich o way as to avoid duplication.
a. The provisions of this Cireular do not {imit the suthority of Federal agencies to
ke, ar comtract for audits and evaluations of Federal financial assistance
programs, nor do they limit the authority of any Federal agency Inspector General
or ather Federal audit official,
b. The provisions of this Cirenlar do not authorize any State or local government or
sub-recipient thereof to constrain Federal agencies, in any manner, from carrying
out additienal audits,
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o, A Federal agency that makes or contracts for audits in addition to the audits
made by recipients pursuant to this Cirenlar shall, consistent with other
appticable laws and regulations, arrange for funding the cost of such additional
awdits, Such additional audits include economy and efficiency audity, program
results andits, and program evaluations,
11 Cognizant Agency Responsibilities. The Single Audit Act provides for cognizant
Federal agencies to overses the implementation of this Cireular,
4, The Office of Management and Bodget will assign cognizant agencies for
States and their subdivisions and targer local governments and thew sabdivisions,
Other Federal agencies may participate with an assigned cognizant agency, in
order to fulfill the cognizance responsibilities. Smaller govermments not assigned
a cognizamt agency will be under the general oversight of the Federal agency that
provides them the most fonds whether directly or indirectly.
b. A cognizant agency shall have the following responsibilities:
(1) Ensure that audits are made and reports are yeceived ina timely manner and
m accordance with the requirernents of this Circular,
(2) Provide fechnical advice and liaison to State and local governments and
independent audifors.
(3y Obtain or make quality control reviews of selected andits made by non-
Federal audit organizations, and provide the results, when appropriate, to
other interesied organizations.
{4) Promptly inform other atfected Federal agencies and appropriate
Federal law enforcement officials of any reported illegal acts or
irregularities. They should also inform State or local faw enforcement and
proseciting authorities, if not advised by the recipient, of any violation of
law within thetr jurisdiction,
{3} Advise the recipient of audits that have been found not 1o have met
the requirements set forth in this Circular. In such instances, the
recipient will be expected to work with the auditor to take corrective
action. If corrective action is not taken, the cognizant agency shall notify
the recipient and Federal awarding agencies of the facis and make
recommendations for follow-up action. Major inadequacies or repetitive
substandard performance of ndependent auditors shall be referred to
appropriate professional bodies for disciplinary action.
(0) Coordinate, to the extent practicable, audits made by or for Federal
agencies that are in addition to the audits made pursvant to this Clreular;
so that the additional audits
upon such audits.
(7) Oversee the resolution of audit findings that affect the programs of more
than one agency.
12. legal Acts or Trregularities. 1 the anditor becomes aware of Hlegal acts or other
iregularities, prompt notice shall be given to recipient management officials above the
fevel of involverment, (See also paragraph 13(a)(3) below for the auditor's reporting
responsibilities.} The recipient, in turn, shall promptly notify the cogaizant ageney of
the illegal acts or rregularities and of proposed and actual actions, iF any. Blegal acts
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and irregularities include such matters as contlicts of interest, flnfiontion of records
or repodts, and misappropriations of funds or other assets,
13, Audit Reports. Audit reports nust be prepated at the completion
of the audit, Reports serve many needs of State and local
povernments as well ay meeting the requirements of the Single Audit Act,
a. The audit veport shall state that the andit was made in accordance with the
provisions of this Cirenlar. The report shall be made up of af least:
{1} The auditor's report on fnancial siafements and on a schiedule of
Federal assistance; the financial statements: and a schedule of
Federal assistance, showing the total expenditures for each Federal
assistance program as identified i the Catalog of Federal Domestic
Assistance. Federal programs or grants that have not been assigned
a catalog number shall be identified under the caption “other
Federal assistance.
{2)The auditor's report on the study and evaluation of internal control
systems must identify the organization's significant internal accounting
controls, and those controls designed to provide reasonable assurance that
Federal programs are being managed in compliance with laws and
regulations, ft must also identify the controls that were evaluated, the
controls that were not evaluated, and the material weaknesses identified as
a result of the evaluation.
{33 The auditor's report on compliance containing:
—A statement of positive assurance with respect to those ttems tested
for compliance, including compliance with law and regulations
pertaining to inancial reports and claims for advances and
reimbursements;
—Negative assurance on those items not tested;
—A sunmnary of all instances of noncompliance; and
~—An identification of total amounts questioned, if any, for cach Federal
assistance award, as a result of noncompliance.
b, The three parts of the andit report may be bound into a single report, or presented
at the same time as separate dooments.
c. All fraud abuse, or illegal acts or indications of such acts, including all
questioned cosis found as the result of these acts that auditors become aware of,
should normally be covered in a separate writien report submitted in accordunce
with paragraph 131,
d. Tn addition to the audit report, the reciprent shall provide including a plan
for corrective action taken or plapned and comments on the status of
correciive action taken. If prior corrective action is not necessary, a statement
describing the reason it 1s not should accompany the audit report.
e, The reports shall be made available by the State or local government for
public inspection within 30 days after the completion of the andir,
f. In accordance with generally accepted government audit
standards, reports shall be submitted by the auditor to the organization audited
and te those requiring or arranging for the audit. In addition, the recipient shall
submit copies of the
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reporis 1o each Federal department or agency that provided Federal assistance
funds wo the recipient. Sub-recigients shall submit copres to recipients that
provided them Federal assistance funds, The reports shall be sent within 30 days
after the completion of
the audit, but no later than one vear after the end of the audit period unless a
longer period s agreed to with the cognizant agency,
g. Recipients of more than $160,000 in Federal funds shall submit one copy of
the audit report within 30 days after issuance to a central clearinghouse to be
designated by the Otfice of Management and Budget. The clearinghouse will
keep completed andits on file and follow up with State and local governments
that have not submitied required audil reports.
h. Reciptents shall keep andit reports on file for three years from their issuance.
14. Audit Resolution. As provided in paragraph 11, the cognizant agency shall be
responsible for monitory the resolution of andit findings that affect the programs of
mote than one Federal agency. Resolution of findings that relate to the programs of 2
single Federal agency will be the responsibility of the recipient and that sgency.
Alternate arrangements may be made on a case-by-case basis by agreement among
the agencies concerned.
Resolution shall be made within six months after receipt of the
report by the Federal departments and agencies. Corrective action should proceed as rapidiy
as possible.
15, Audit Work papers and Re?nﬁs. Work papers and reports shall be retained for a
minimum of three years from the date of the audit report, uniess the auditor is notified
writing by the cognizant agency to extend the retention period. Andit work papers shall be
made available upon request to the cognizant agency or its designee or the General
Accounting Office, at the completion of the audit.
16. Audit Costs. The cost of audits made in accordance with the provisions of this Circular
are allowable char%es to Federal assistance programs.
a. The charges may be considered a direct cost or an allocated indirect cost,
detenmined in accordance with the provision of Circular A-87, “Cost principles
for State and local governments.” . )
b. Generally, the farccm age of costs charged to Pederal assistance programs for
a single audit shall not exceed the percentage that Federal funds expended
represent of total funds expended by the recipient during the fiscal year, The
percentage may be exceeded, however, if appropriate documentation
demonstrates higher actual cost:
17. Sanctions. The Single Audit Act provides that no cost may be charged to Federal
assistance programs for andits required by the Act ) _ o
that are not made in accordance with this Cirewlar. In cases of continued nability or
unwillingness (o have a proper audit, Federal agencies must consider other apprapriate
sanctions including: ‘ »
—Withholding a percentage of assistauce payments until the audit is completed
salisfactorily,
—Witkholding or disallowing overhead costs, and
—-Suspending the Federal assistance agreement until the audit s made.
18. Auditor Selection, In arranging for audif services State and local governments
shall follow the procurement standards prescribed by Attachment O of Cirenlar A-
102, “Uniform requirements for grants to State and local governments.” The
standards provide that while recipients are encouraged to enter into
mtergovernmental sgreements for audit and other services, analysis should be made
to determine whether it would be more economical to purchase the services from
private firms. In instances where use of such intergovernmental agreemenis are
required by State statntes (e.g., andit services) these stafutes will take precedence.
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19, Symall and Minodty Audit Firms, Small audit firms and audit

firme owned and conirolled by socially and economically disadvantaged imdividaals
shall have the maximum practicable opportunity to participate Iy conlracts awarded w
fulfill the requitements of this _
Cireular. Recipients of Federal assistance shall tuke the following steps fo fugther this
gaoal

a. Assure that small andit firms and andit finms owned and controlled by
sociaily and economically disadvantaged individuals are used to the fullest
extent practicable,
b. Make information on forthcoming opportunities available and arrange time
frames for the audit 50 as to encourage and facilitate ;)E‘i!“f.’ﬁ(:ip&iiﬁ!l by smali audis
firms and audit firms owned and controlled by socially and econmnically
disadvantaged individuals.
¢. Cousider in the contract process whethier firms competing for larger andits
infend to subcontract with small audit firms and audit {irms owned and
controlled by socially and cconomically disadvantaged individuals,
d. Encourage contracting with small audit firms or andit firms owned
and controlled by socially and economically disadvantaged individuals
which have traditionally audited government programs and, in such
cases where this is not possible, assure that these firms are given
consideration for audit subcontracting opportunitfies.
e. Encourage coniracting with consortiums of small audit firms as
desceribed in paragraph €a) above when a contract is too large for an
individual small audit firm or andit firm owned and controlled by
socially and economically disadvantaged individuals.
f. Use the services and assistance, as appropriate, of such
organizations as the Small Business Administration in the
solicitation and utilization of small audit firms or audit firms owned
and controlied by sectally and economically disadvantaged
individuals,
20, Reporting. Each Federal agency will report to the Director of OMB on or
before March }, 1987, and annually thereafter on the effectiveness of State and
local governments in carrying out the provisions of this Circular. The report
must identify each State or local government or Indian tribe that, i the opinion
of the agency, is fuiling to comply with the Circular.
21. Regulations. Each Federal agency shall include the provisions of this
Circular in its regulations implementing the Single Audit Act.
22. Effective Date. This Circudar is effective upon pubhication and shall
apply to fiscal years of State and local governments that begin after
December 31, 1984, Earlier tmplementation is encouraged. However, until i
is implemented, the audit provisions of Attachment P to Circular A-102
shall continue to be observed.
23 Inquiries. All questions or inquiries should be addressed to
Financial Management Division, Ofifice of Management and Budget,
telephone number 2002/395-3995
24. Sunset Review Date. This Circular shall have an independent policy
review to ascertain its effectiveness three vears from the date of issuance.
David A, Stockman,
Director.
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Attachment—{Circular A-128
Definition of Major Program as Provided in Pub. L. 98302

Major Federal Assistance Program, for State and loosl governments
having Federal assistance expenditures between $100,000 and
$100,000,000, means any program for which Federa!l expendiiures during
the applicable year exceed the targer of $3G0.600, or 3 percent of such total
gxpenditures.

Where total expenditures of Federal assistance exceed $100,000.000, the
following critena apply:

Total expenditures of Federal financial assistance Major Federal
tor all programs assistance program

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ EANSs ARy Program

Moare than But less than that exceeds

S$100 million........ $1 billion.. ... %3 mitlion.

$1 billion.... . 52 billion........ 4 million.

52 billton.. oo 53 billion........ $7 million

73 hillinn 84 h%?lifm S0 million

$4 billlon..ooioionnn, %5 bitlion........ $13 million.

$5 billion. S6 hillion....... L16 million.

56 bilhon. ..o $7 bitlion........ 519 million.

Giver $7 billion.. ... T 520 million.
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SUGGESTED LANGUAGE FOR RECYLING CERTIFICATION

State law requives that state contracts shall bave Recycling Certification in writing under senaity
of perinry, the minimum, if not exact, perceniage of recycled content, both post consumer

waste and secondary waste as defined in the Public Contract Code. Sections 12161 apd 12200, in
materials, goods, or supplies offered

or products used in the performance of this Agreement, regardless

of whether the product mects the reguired recycled product

percentage as defined in the Public Contract Code, Sections 12161

and 12200, Contractor may certify that the product contains zero recycled content. (PCC 10233,
10308.5, 10354}

RECYCLED CONTENT CERTIFICATION

I the official named below, CERTIFY UNDER PENALTY OF PERJURY that
I am duly authorized to tegally bind the prospective Contractor to the clause(s) listed below.
This certification is made under the laws of the State of California.

Print Name and Title of Person Signing Date Execated
Authorized Signaturc Fxcouted in the County of
Title TIZ{I,‘E_P}:K)NE NUMBER
Legal Business Name Iﬂ'c:f%::r;}x% 1D Number
The Contractor hereby certifies under penalty of perjury, that
percent of the materials, goods, supplies offered, or

products used in the performance of this contract meels the or exceads the minimum
percentage of recycled material as defined in Sections
12161 and 12200 of  the Public Contract Code.  The Contractor  may

certify that the product contains zero recycled coptent.
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DRUG-FREE WORKPLACE REQUIREMENTS -

Centractor will comply with the requirements of the Diug-Free
dorkplace Act of 19%0 and will provide a drug-free workplace by
raking the following actions:

a. Publish a sratement notifyving emplovees that unlawiul
manufacture, distribution, ﬁmeeﬂsatian, possession or use
of a controlled substance is prohibited and "specifying

it

actions to he taken against emplovees for violations.
b. Estahlish & Drug-Free Awarenessg Program o
inform employees aboub:
1) the dangers of drug abusge in the workplace;
2y the person's or organizatiocn's policy of
maintaining
a drug-free workplace;
3) any available counseling, rehabilitation and
enployee asglstance programs; and,
4) penalties that may be lmposed upon employeas for
drug abuge violations

o, Provide that every emplovee who works on the

propoged Agreement will:
1} rvaceive a copy of the company's drug-free
polloy statement; and,
2} agree to abide by the terms of the company's
statement as a conditicen of employment on the
Agreement. Faillure to comply with these requirements
may result in guspension of payments under the
Agreement or termination of the Agreement or both and
Contractor may be ineligible for award of any future
State agreements 1f the department determines that
any of the following has occourred: the Contractor has
made false certification, or violated the
certification by failing to carry out the
requirements as noted above. (GO BIL0 el geq.)
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